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A BUSINESS UPTURN SHOULD COME SOON! 


For NINE MONTHS production has been 
slowly dropping and employment is about 
1.4 million less than a year ago. Views 
about the nature and seriousness of the 
contraction vary widely. President Eisen- 
hower and Secretary of the Treasury 
George M. Humphrey take a very op- 
timistic view. They say that nothing has 
happened up to now which warrants 
vigorous anti-depression policies. Others 
appear to be less hopeful. 

What, we may well ask, is the outlook 
for an upturn—-not a mere seasonal up- 
turn, but a more or less lasting expansion 
that will mean that the economy has re- 
sumed its normal rate of growth? 

The purpose of this article is to ex- 
amine carefully the nature of the contrac- 
tion, and then to draw some conclusions 
about the prospects for an early upturn 
in business and about the possible need for 
more active anti-recession policies by the 
government. I shall begin with seven im- 
portant facts about the present economy. 


1. Undoubtedly the single most impor- 
tant fact about the economy is that we 
are using up goods faster than we are 
producing them. At present goods are 
being bought by individuals, business and 
government at the rate of more than $4 
billion a year faster than they are being 
produced. 


2. Retail sales are running around 3 to 
5 per cent below the corresponding 
periods of last year. 

3. People have more money to spend 
now than last year—despite the fall in 


employment and the disappearance of 
much overtime work. In February, 1954, 
the annual rate of personal incomes be- 
fore taxes was $2 billion above February, 
1953. And personal incomes after taxes 
were about $4.25 billion above February, 
1953. 


4. Business plans to spend on plant and 
equipment only slightly less than last year. 
This fact is confirmed by two surveys— 
the McGraw-Hill survey of last October, 
and the Department of Commerce-Securi- 
ties and Exchange Commission Survey of 
early March. 


5. New building contract awards have 
been holding up well. 

6. New housing starts, when seasonally 
adjusted, have been increasing almost 
without interruption since last August. 


7. Consumers are paying off short-term 
debts faster than they have been incurring 
new debts. Moreover, for some time less 
use has been made of credit in buying 
consumer durables. 

These seven facts about the economy 
help us see what is happening. The drop 
in production has been mainly due to a 
shift from building up inventories to liv- 
ing off inventories. But the drop has not 
been merely an inventory adjustment. 
Purchases of consumers at retail stores 
have dropped, too, even though personal 
incomes are still larger than last year. 
This has most important implications for 
public policy. A considerable part of the 
economy has resisted contraction, as is 
shown by the purchases of plant, equip- 
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ment and housing. Unfortunately, cuts 
seem to be ahead in this spending on 
plant and equipment. 

What forces may bring about the up- 
turn? The plans of business concerns 
to spend on plant and equipment are not 
likely to be revised upward before the 
end of the year. The Federal Government 
plans to spend less in the coming fiscal 
year than in the present one. The rest 
of the world is not likely to increase its 
purchases from us. This leaves three pos- 
sible sources of economic revival: 

1. Larger spending by state and local 
governments. State and local governments 
for the past six or seven years have been 
raising their expenditures by about $1.5 
to $2 billion a year for much-needed 
public works. A continued increase in 
these expenditures may be expected this 
year. 

2. Larger spending for inventories and 
direct production by business concerns. 
The reduction of inventories by business 
has been going on for nearly six months. 
Isn't an early increase in production and 
employment inevitable, just to bring cur- 
rent production up to the level of current 
consumption? 

Despite recent decreases in sales, it 
should be borne in mind that sales have 
been holding up well in some fields of 
business. If business spends only slightly 
less on plant and equipment than last year, 
and if the number of new housing starts 
continues to rise, the enterprises supply- 
ing materials for construction and those 
engaged in making most forms of indus- 
trial equipment will not be able to cut in- 
ventories much longer. Hence, even in the 
face of some drop during the second half 
of 1954 in expenditures on plant and 
equipment, production and employment in 
most of the capital goods industries may 
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be expected to rise above present levels. 


3. Larger spending by ultimate con- 
sumers. Though consumers have more 
money to spend than they had a year ago, 
they are actually spending less and saving 
more. Why should consumers with more 
money to spend than last year be buying 
less and how long will this “buyers” strike” 
continue? 

One reason that consumers are spend- 
ing less is that they are heavily in debt 
and are paying off those debts. Repay- 
ments of short-term consumer indebted- 
ness will probably continue to exceed new 
borrowings until at least the middle of the 
summer. During the summer the final 
payments will be made on the large 
volume of two-year installment credits 
granted for the purchase of automobiles in 
the summer of 1952, after controls over 
consumer credit were removed in May, 
1952. When repayments on short-term 
consumer credit no longer exceed new 
borrowings, retail trade will improve. 

My analysis indicates that a business 
revival should come without any addition- 
al assistance from the government in 
about three to five months, or even less, 
and that the drop in production in the 
meantime will not be severe. Do these con- 
clusions support the opinion of the Presi- 
dent that no additional steps to halt the 
recession are immediately necessary or de- 
sirable—at least no more steps than the 
recently voted cut of a billion a year in 
excise taxes? I think not. 

The cut of a billion dollars a year in 
excise taxes made by Congress is helpful, 
but is it enough? 

There is no doubt that the quickest 
results in halting the recession can be ob- 
tained from tax reductions. Since a prin- 
cipal feature of the present recession is 
the low level of retail sales in relation 
to personal incomes after taxes, and since 
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there is danger that the deflationary pres- 
sure from the repayment of short-term 
consumer debts may increase, the kind 
of tax reductions which would be most 
effective are those that would raise the 
purchasing power of personal incomes. 

The proposal of the Democrats that the 
exemptions in the personal income tax be 
raised from $600 to $800 is objectionable 
because it would cut revenues drastically 
and would give the greatest relief to those 
persons whose incomes are already largely 
exempted. Considerable tax relief can be 
given consumers without changing income 
tax exemptions. Congress has already cut 
the so-called manufacturers’ and retailers’ 
excises on many articles and services that 
are widely purchased. But if these taxes 
were eliminated entirely, consumer pur’ 
chasing power would be raised by another 
$1.5 billion a year. 


This would almost certainly be sufh- 
cient to halt promptly the contraction of 
business. The government would lose some 
revenue temporarily, but the continuation 
of the drop in business for another few 
months would reduce the government re- 
venues from all taxes. The growth of 
the country, on the other hand, increases 
the yield of other taxes by $2 billion a 
year. 

The most important result from the 
removal of the excise taxes, however, 
would be the demonstration by the Ad- 
ministration that it is willing to show en- 
terprise and initiative in seeing that Amer- 
ican workmen do not suffer from easily 
removable unemployment and that Ameri- 
can consumers do not go without goods 
because industry fails to produce as much 
as it easily might. 


—SuMNER H. S.LIcHTER. The New York Times Magazine, April 11, 1954, p. 13. 


THE BUSINESS REALIST 


H: NEVER ENJOYS the feast of the op- 
timist nor does he suffer the famine of the 
pessimist; his is a more balanced fare, 
and a healthier one. During a period of 
business readjustment he will neither 
throw up his hands in horror nor indulge 
in wild delight over the prospects ahead. 
On the contrary he will turn to, and get 
to work, and he will probably work 
harder than he has ever worked before, 
but unquestionably his reward will be 
large. He is the business realist—the first 
line of defense against an economic col- 
lapse. He is courageous, but judicious as 
well. He tries to rid the world of its eco- 
nomic difficulties, knowing full well he will 
never completely do so. But he does know 
he can minimize the world’s difficulties by 
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a good plan of action. So he proceeds to 
1t. 

True, the business realist does have his 
misgivings, even periods of fright. That 
is why he feels that the answers to cer- 
tain questions are due him. Among them 
are these: Have our people so thoroughly 
accepted the “welfare” philosophy that 
they insist on the easy way out? 
Why all the talk of economic “security” 
when everyone knows that security of 
any kind comes from industry and thrift? 
Have too many of the recent programs 
been built around political vote-getting— 
on-the-cuff plans? What will the children 
of today do when in adulthood they find 
that much of their labor has been going 
to support their elders? 
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The realist wants to see the security 
program on a sound basis. He knows bet- 
ter than anyone can tell him that a se- 
curity plan undertaken by the govern- 
ment must be supplemental to, and not 
in substitution of, his own security pro- 
gram. He still believes that opportunity 
and the rewards of hard work, loyalty and 
honesty are the best insurance of success 
and freedom from want. 

Despite this and many other problems, 
the realist maintains his faith in his fellow 
citizens, his business and his government. 
He knows that in America you don't 
wait for things to wear out before you 
replace them. You replace them because 
you want a better product, a newer style 
or more convenience. This is the pre- 
rogative of millions of American con- 
sumers, and the realist is determined that 
his grandchildren shall have it, too. 

The differences of opinion between the 
three basic types of business men—opti- 
mists, pessimists, and realists—cut across 
almost every major area of the economy. 

The realist knows that American con- 
sumers’ wants in both durable and con- 
sumer goods are always increasing. There- 
fore, he gets his plant in the best possible 
condition, using all the modern equip- 
ment and labor-saving devices he can find. 
While recognizing there probably will be 
some letup in capital expenditures, he 
plans his program on the basis of a con- 
tinued plant expansion, not at the hectic 
rate of wartime or the past few years, yet 
at a level very high compared with a 
decade ago. 

The optimist believes that our wants 
are insatiable; the pessimist feels that we 


now have “over-production indigestion.” 
The realist, on the other hand, knows we 
have many accumulated wants that are 
not disclosed in statistics and that Amer- 
ica must continue to make progress, 
though not by full speed ahead at all 
times. There must be resting periods and 
in those periods comes the need for hard 
work and good planning. 

The realist does not hold with the op- 
timist that any debt structure, however 
heavy, can be supported by business, and 
he certainly does not accept the pessimist’s 
fears that the nation is bankrupt. Instead, 
the realist’s conviction is that the next 
move in cost of government, and there- 
fore in taxes, must be downward, except 
in the event of war. The moment the tax 
burden is lowered, he reasons, the pur- 
chasing power of all segments of our eco- 
nomy will be immeasurably increased, and 
more goods will be needed. 

Finally, the business realist recognizes 
that the very fact that people throughout 
the world are stirred to a desire for a 
higher standard of living gives us a great 
challenge and an opportunity. He there- 
fore goes about meeting the challenge and 
taking advantage of the opportunity. 
Despite all restrictions and regulations, he 
can look beyond his own province, beyond 
his own immediate economic boundaries, 
and see, for example, the opportunities 
that exist for international trade. And he 
cannot but feel that over a longer period 
of time the dissatisfaction throughout the 
world with its standard of living will be 
a favorable factor and will present to us, 
if it does not already do so, an unusual 
opportunity for service and production. 


—Henry H. HEIMANN (Executive Vice President, National Association of Credit Men) 
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What's Your Company’s “Aspiration Rating’’? 


DID YOU EVER sit down with pencil and paper and try to express how you would 
like to have your company thought of by its customers, its suppliers and the world 
of business? 

The president of one company did this on a train trip, with time for uninter- 
rupted reflection, and came up with the following: 


“We want the world to believe these six things about our company: 
“1. That we, ourselves, believe in our company. 


“2. That we try to think, plan and carry on in terms of the long-term future, not 
merely the present. 


“3. That the commitment of anyone in the company—a salesman, a buyer, an 
executive—is as dependable as a formal contract with signatures and seals. 


“4. That our whole organization knows that pulling ‘fast ones,’ or misleading, 
even by evasion, lets the company down; while complete straightforwardness builds 
it up. 


“5. That we desire customer confidence and are willing to lose orders if neces- 
sary to earn it. 


“6. That we would rather buy from the right kind of people than at the 
lowest price.” 


It might be a wholesome exercise for the head of any business to develop a 
similar “aspiration rating’’ guide for his company—and then check up to see how well 
the organization is measuring up. 


—Management Briefs (Rogers, Slade & Hill, New York) No. 62 


What Price a Smile? 


THE VALUE OF A SMILE in public and employee relations is axiomatic, but it is 
one of those elemental influences that does not lend itself to exact appraisal. How- 
ever, a jury of citizens once set an actual monetary value on a smile. 


The magazine Mutual Moments quotes the story of a boy who had been struck 
by the broken end of a live wire which burned and paralyzed one side of his 
face. In court, the boy's lawyer asked the little fellow to turn to the jury and 
smile. He tried. One side of his face smiled, but the injured side just puckered 
up in a pitiful contortion. It took the jury just 12 minutes to award the boy 
$20,000. The amount was thus certified as the legal value of a smile. 

“If a smile is worth $20,000 after you lose it,” the magazine observes, “it must 
be worth that much while you still have it.” 

—Office Executive 2/54 





I DO NOT despise genius—indeed, I wish I had a basketful of it. But yet, after a 
great deal of experience and observation, I have become convinced that industry 
is a better horse to ride than genius. It may never carry any man as far as genius 
has carried individuals, but industry—patient, steady, intelligent industry—will 
carry thousands into comfort, and even celebrity; and this it does with absolute 
certainty. 

—Watter LIPPMANN 
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MASS PRODUCTION: BOON OR BONDAGE? 


Sit prevaALENT in some pseudo- 
intellectual circles in America today is 
a persistent line of thought which stems 
from the depression of the 1930's. Ac- 
cording to this thinking, the advent of 
mass production techniques robbed the 
American worker of his personal liberty 
and dignity, stripped him of his pride in 
his work, weighted him with frustrations 
and smothered his creative instincts. 

While the actual number of Americans 
who work on a typical assembly line 
or mass production job cannot be found 
in any one place, a careful study of 
figures published by the Bureau of Labor 
Statistics and other reliable sources sug- 
gests that an estimate of 3 million line 
workers would be a generous one. When 
we compare this with the 64 million peo- 
ple who make up the labor force, we can 
say that only one worker in 21 or more 
actually holds a typical mass production 
job. 

These 3 million workers represent a 
great diversity of people, including happy 
workmen. They include very few robots, 
for the machine by its very nature de- 
mands a multiplication of skills; and there 
are both those who work alone, and more 
who work in teams. 


The people who work on assembly lines 
go about their work as though it were 
something in the ordinary course of a 
crowded day’s events. They have other 
interests besides their jobs; and after they 
have put in their eight hours, each of 
them disappears into the privacy of his 
own leisure time. 

What about the age of the true crafts 
man—the “golden time” to which so many 
romanticists, deploring our industrialism, 
preach that we should return? There are 
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many more crafts today, on or off the 
assembly line, than there were in the age 
of guilds and crafts. The arts of the ma- 
chinist, the television repairman and the 
oil driller would seem like black magic to 
the master craftsmen of other centuries. 
The artisan still remains the aristocrat 
among workers, of course. But are we not 
a nation of craftsmen and foremen? The 
Bureau of the Census reported that there 
were 8,092,000 workers in that classifica- 
tion in 1951. What do the deprecators of 
the mass-production system make of that 
figure? 

Some Utopiates and romanticists talk 
as though the Middle Ages were inhabited 
solely by artisans in stained glass and by 
makers of golden chalices. What histories 
have they read? Before the age of science 
and mass production heavy odors bur- 
dened the city breeze, filthy death lurked 
in every gutter, and begging was an ac- 
cepted way of life. As late as the 18th 
century, more than a quarter of the urban 
population of Europe were beggars. The 
half-starved, misery-ridden people of that 
era were the raw labor that made the first 
real factories possible in the 18th century. 
They were the poor devils in “the dark 
Satanic mills” damned by William Blake. 
A century ago there were still coal mines 
where women and children toiled stark 
naked from dawn to dusk. If there be 
some who still yearn for the good old 
days, they must be gluttons for punish- 
ment. 

Man has always been subject to drudge- 
ry in his daily tasks; but I believe the 
mass production system has eliminated 
more monotonous work than it has created 
at its worst. Chopping cotton, pushing a 
wheelbarrow, old-style laundering, hoeing 
corn, stoking a ship’s furnace, pulling an 
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oar in a galley, adding long columns of 
figures by hand, keeping a stuffed 19th- 
century house in order, and a thousand 
other chores now passed or passing into 
limbo seem to me to be more soul-tiring 
than assembling autos. This was particu- 
larly true when man worked from dawn 
to dusk, as he had to do until recently. 
(There must be some kind of moral in 
the fact that an elephant will work only 
four hours a day.) The machine is a crea’ 
ture of the human brain, created by hu- 
man wants. Its true role is to take over 
human drudgery and thereby free men 
for more elevating pursuits. 

Aristotle once defended slavery, saying 
in irony that men would no longer need 
slaves when the shuttle wove by itself 
and the pick plucked the harp on its own. 
Impossible, of course! We do the “impos- 
sible” today, and it is easy. 

No doubt there were among the crafts- 
men of earlier times many who led full 
and creative lives. They did some great 
things, but so do their counterparts in 
cur time. And there are more of them, 
and they are more productive. A Gothic 


cathedral is a noble work, but not greater 
than a heart clinic. The silver filigree of 
long ago is fine, but it isn’t so much 
beside an airliner or an electronic brain. 
The integrity and workmanship of a 
medieval guildsman carpenter was admir- 
able—but, for sheer grandeur of con- 
ception, imagination, delicate feeling for 
materials, or even integrity, did he ever 
outreach the modern scientist or mechanic 
on a jet plane? 

I see no reason to quake at the ma- 
chine. To say that it has made a rabbit, 
robot or wreck out of the American 
workman is to join a whopper of colossal 
proportions. Even now the “dark Satanic” 
mill belongs to another world; everywhere 
there is light and order. And already the 
“electronic brains” have begun to move 
into our plants and factories to control 
entire batteries of machinery. The mass 
production worker, within our genera- 
tion, will become a superintendent of 
production with hardly any tasks to per- 
form with his hands. He will be an all- 
around mechanic, ever alert and ever 
master of the machine. 


—WILLIAM ALvaporE Buck. Challenge Magazine, April, 1954, p. 12:8. 


TRAINING TOMORROW’S LEADERS: A CONTINUING CHALLENGE 


Ove oF THE most important influences 
in the course of world history in the next 
half-century will be the quality of Amer- 
ican business leadership. Today we are 
exporting all over the world not merely 
our products but our brains in business 
and industry and our know-how as well. 
American business executives are moving 
more and more into central positions in 
public life. The quality of their vision, 
their skill, their understanding, their sen- 
sitivity will affect profoundly not only the 
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lives of millions of people here in our 
own land, but the lives of countless more 
millions around the globe. It is against 
this background that we need to examine 
the subject of executive development. 
Most executive development programs 
have been confined to the narrow frame- 
work of the manpower needs of the im- 
mediate firm. The truth is that the farther 
we get from specialized technical training, 
the less we know about how to train. We 
talk of liberal education; we give a great 
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deal of time, energy, and money to it. 
But are we really confident that we are 
doing a sound and effective job in teach- 
ing or training people in the basic abili- 
ties and qualifications? 

The kind of person our colleges have 
developed up to now is certainly of lim- 
ited value. This could be said even more 
emphatically of the kind of person who 
is ordinarily part of management develop- 
ment programs within the firm. Unfortu- 
nately, management programs tend to get 
even more formalized and even more rigid 
than those we have in our colleges. 

Elaborate formalized machinery for ex- 
ecutive development programs is a poor 
crutch to lean on in the present state of 
our knowledge. We don’t really know 
what the product is we are trying to 
create. The training methods we are us- 
ing have limited value in developing the 
broad generalized attitudes and_ skills 
which are essential for qualified execu- 
tives. 

And much too often an elaborate gamut 
of machinery, impressive charts and manu- 
als, complicated administration, reliance 
on excessively formalized procedures and 
methods and lip service take the place of 
genuine involvement and support from top 
management and real support for the 
necessary basic research. 

Obviously there are no pat formulas or 
new gadgets to take the place of the ones 
that are now in use. But on the basis of 
our present knowledge, progress can be 
made in a number of areas. 

We can progress if we talk less about 
executive development and more about 
manpower development. The goal, in 
any organization, is the effective utiliza- 
tion of all the organization’s human re- 
sources. We must make it possible for 
every individual, from file clerk to pres- 
ident, to develop to the fullest extent his 
own potentialities. If we can fulfill a lit- 
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tle better our responsibilities to all the 
members of our organizations, perhaps we 
shall at the same time be giving opportu- 
nities for development of a personal, 
direct, and intimate kind to those few 
individuals who will ultimately be our 
outstanding leaders. 

If we are to get anywhere with execu- 
tive development programs, we must, 
moreover, start them at the top. This 
means active, continuous involvement of 
top management in the program. It is 
useless to try to teach those at the middle 
and lower levels of management to follow 
any given practices, or to develop any 
particular attitude or philosophy, unless 
those above them reinforce those practices 
in their day-to-day behavior. 

Recently a study was made of a formal 
training program in a large mid-western 
firm, where the men had been brought 
into a company-operated training center 
for several weeks at a time. Results of 
the survey indicated that within a two- 
year period the effects of this training had 
been completely washed out, except in 
those cases where superiors up the line re- 
inforced the training by their day-to-day 
behavior and attitude. 

We must begin early to guide people, 
making sure that those who don’t offer 
real potentialities for development are 
eliminated before they become bottlenecks 
and obstacles to the development of every- 
one below them. 


We must have more faith in the day-to- 
day operations as a significant training 
ground for manpower. Formal courses 
and formal programs can help, to be sure, 
but only if day-to-day experiences sup- 
port them. 

An effective policy of delegation or de- 
centralization within the organization is 
essential to the development of manpower. 
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Without delegation, you have nothing 
but a group of ninnies whose necks are 
being breathed down by the people above 
them. 

Finally, let’s maintain a meaningful at- 
titude toward time. Our problem today 
is not the development of men to deal 
with today’s problems. We have those 
men. Our problem is to develop the men 
who will be able to deal successfully with 
the unknown problems of 1965, 1975, 


and 1980. We may change a lot of our 
ideas about the essentials of executive de- 
velopment programs the minute we begin 
to think in 20-year rather than five-year 
terms. 

American business and industry have 
faced a great many challenges in the past 
half-century. Management has the crea- 
tive imagination to meet successfully this 
challenge, perhaps the greatest since the 
beginning of the industrial revolution. 


—Doucias McGrecor (President, Antioch College) in an address before the 
National Office Management Association. 


Instructionitis 


OBSERVING that the first duty of an Instructions Officer should be to avoid issuing 
unnecessary instructions, the O & M Bulletin, a publication of the British Treasury, 
cites the following as an example of a “complicated scheme to avoid the im- 
probable.” 


“The first sign is when the preliminary discussions includes the word ‘water- 
tight.’ But if the White Knight, who provided his horse with anklets to guard 
against the bites of sharks, and traps to prevent mice running about on its back 
(he was almost certainly doing accounts work before he joined the Army), were 
to suggest a general instruction on these lines, the Instructions Officer could simply 
not resist it. Amongst the million horses to which it refers there might be one 
troubled by mice and another which had to wade through shark-infested waters. 
If so, some questions might be raised about why the contingency was not provided 
for. On the other hand, provision for too many contingencies may make the 
recipient of the instructions think that provision has been made for all. Having 
affixed the anklets and the mousetraps he will look for a corresponding in- 
struction about wolves and, finding none, proceed happily into the forest.” 


—As submitted by Mrtton M. MANDELL to Personnel Administration 3/54 


Fable for Today 


TO QUIET his boisterous young daughter, so the story goes, a distraught father 
clipped a large world map from the paper he was trying to read, tore it into small 
jagged pieces and told her to sit down and put the map together again. The 
little girl, delightfully occupied for a very short time, all too soon returned to 
him with the map neatly arranged. 

“How in heaven’s name did you do this so quickly?” the surprised parent asked. 

“There’s a picture of a man on the other side so I just put him together and 
turned it over,” the child explained. Then she added, “I thought that if the 
man was right, the world would come out all right too.” 


—tThe Pick-Up (United Parcel Service) 3/54 
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McCARTHY AND THE BUSINESSMAN. By Charles 
J. V. Murphy. Fortune Magazine (9 Rocke- 
feller Plaza, New York 20, N. Y.), April, 
1954. $1.25. In this first of two articles, 
Fortune synthesizes the views of businessmen 
in different regions for or against the activi- 
ties of Senator Joseph R. McCarthy. In the 
Midwest, for example, most of the business 
community was found to approve of Mc- 
Carthy’s campaign against Communists, but 
brushed aside the idea that he might be Presi- 
dential material. 


PROCEDURE FOR “‘COERCING” AGREEMENT. By 
Irving J. Lee. Harvard Business Review 
(Soldiers Field, Boston 63, Mass.), January- 
February, 1954. $2.00. A conference method 
whereby the leader of a management group 
can get his key executives to agree on con- 
troversial policy and operating decisions with- 
out slighting the minority or damaging inter- 
personal relations is described here. The group 
first agrees to forestall the impulse to oppose 
a suggestion until after the proposition has 
been clearly and adequately stated and an 
effort made to understand it, then presents 
questions designed to clarify and resolve issues 
rather than to intensify debate and individual 
competition. 


PROCEDURES: SLAVE OR MASTER? By Leslie C. 
Baridon. Office Executive (132 Chelten Ave- 
nue, Philadelphia 44, Penna.), Vol. 29, No. 
1. 50 cents. Procedures for the most efficient 
use of men, money, machines, and materials 
in the office are developed by finding answers 
to certain specific questions, which the author 
discusses here. To be of continuing value, he 
emphasizes, procedures must be scrutinized 
periodically in the light of changing conditions 
so that they do not become ends in themselves. 


HOBBIES DEVELOP THE EXECUTIVE. By Mar- 
garet L. Jones. Dun’s Review and Modern 
Industry (99 Church Street, New York 8, 
N. Y.), March, 1954. 75 cents. A hobby 
that requires active participation usually out- 
lasts other more passive interests and in- 
fluences personal development the most, this 
article points out. Describes the leisure pursuits 
of some prominent executives, and includes an 
outline of major types of hobbies as well as 
a list of general publications on the subject. 
The acid test of the “right” hobby, in the au- 
thor’s view, is this: Will it interest the in- 
dividual once he has achieved all his present 
goals or if his daily work should suddenly be 
taken from him? 


May, 1954 


U. S. STATISTICS: A HOLLOW SHELL? Business 
Week (330 West 42 Street, New York 36, 
N. Y.), March 13, 1954. 25 cents. Doubts 
cast on the accuracy of the Federal Govern- 
ment’s figures on unemployment—and subse- 
quent revision of the employment index—have 
started business asking questions about how 
closely the figures on construction, inventories, 
consumer spending, and foreign trade are keep- 
ing up with the facts. Because of the fiscal 
difficulties confronting the government's basic 
statistical programs, the Administration is now 
backing a special $8.5 million appropriation to 
pay for six major censuses, covering six vital 
sectors of the economy. 


IT'S BETTER BUSINESS TO INVESTIGATE FIRST. 
By Don Wharton. Nation’s Business (U. S. 
Chamber Building, Washington 6, D. C.), 
March, 1954. 50 cents. Contrary to popular 
belief, the Better Business Bureaus operating 
in 98 cities spend less time investigating crooks 
than on helping honest business men create 
better business standards. Another major part 
of their work is of a preventive nature—as 
in the case, for example, of the campaign 
undertaken immediately after a hurricane to 
warn citizens of Worcester, Mass. against being 
victimized by fly-by-night contractors. 


BILLIONS OR BARGAINS? By Jonathan B. Bing- 
ham. The Atlantic Monthly (8 Arlington 
Street, Boston 16, Mass.), Vol. 192, No. 6. 
50 cents. Discussing the limitations of both 
multi-billion-dollar programs and bargain pro- 
grams of aid for underdeveloped areas, the 
author states that probably any amount over 
$1 billion a year would be difficult to spend 
wisely and with lasting results but that less 
than $500 million would be inadequate. One 
of the major difficulties of a very large pro- 
gram is the inflationary effect it has upon the 
local economy, he points out. 


WHY SO MANY WIVES WORRY ABOUT EXECU- 
TIVE PAUNCH. By Caroline Bird. Sales Man- 
agement (386 Fourth Avenue, New York 16, 
N. Y.), March 1, 1954. 50 cents. Now that 
major hotels feature special dieters’ menus and 
weight-watching is the “smart” thing to do, 
executives no longer have to stop taking 
clients to lunch in order to concentrate in 
private on low-calorie meals. They do, how- 
ever, have to stick consistently to a steady 
regime of sensible eating—the details of which 
are described here. 
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THE WORKINGMAN LOOKS AT THE BOSS 


Many or us have been workingmen all 
our lives and will remain workingmen 
till we die. To the eternal workingman, 
management is substantially the same 
whether it is made up of profit-seekers, 
idealists, technicians, or bureaucrats. 

The allegiance of the manager is to the 
task and the results. However noble his 
motives, he cannot help viewing the work- 
ers as a means to an end. He will always 
try to get the utmost out of them; and it 
matters not whether he does it for the 
sake of profit, for a holy cause, or for 
the sheer principle of efficiency. 

One need not view management as an 
enemy to realize that things are likely to 
get tough when management can plan and 
operate without having to worry about 
what the worker will say or do. 

This taking of the worker for granted 
occurs not only when management has un- 
limited power to coerce but also when 
the division between management and 
labor ceases to be self-evident. Any doc- 
trine which preaches the oneness of man- 
agement and labor—whether it stresses 
their unity in a party, class, race, nation, 
or even religion—can be used to turn the 
worker into a compliant instrument in 
the hands of management. Both com- 
munism and fascism postulate the oneness 
of management and labor, and both are 
devices for the extraction of maximum 
performance from an underpaid labor 
force. 

Seen from this point of view, the na- 
tionalization of the means of production 
is more a threat than a promise. For we 
shall be bossed and managed by someone, 
no matter who owns the means of produc 
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tion—and we can have no defenses 
against those who can tell us in all truth 
that we, the workers, own everything in 
sight and they, our taskmasters, are driv- 
ing us for our own good. 

The idealist has the making of a most 
formidable taskmaster. The ruthlessness 
born of self-seeking is ineffectual com- 
pared with the ruthlessness sustained by 
dedication to a holy cause. It is better to 
be bossed by men of little faith than by 
men animated by lofty ideals who are 
ready to sacrifice themselves and others 
for a cause. 

The workingman’s sole protection lies in 
keeping the division between management 
and labor obvious and matter-of-fact. We 
want management to manage the best it 
can, and the workers to protect their 
interests the best they can. Effective labor 
unions, free movement over a relatively 
large area, a savings account, a tradition 
of individual self-respect are some of the 
things which bolster this independence. 
They are within the worker's reach in this 
country and most of the free world, but 
are either absent or greatly weakened in 
totalitarian states. Thus, the worker's in- 
dependence seems as good an index as any 
for measuring the freedom of a society. 

While a wholly independent labor force 
does not contribute to management's peace 
of mind, it can yet goad management to 
perfect its organization and to keep ever 
on the lookout for more efficient ways of 
doing things. It is not incompatible with 
efficient production. 

Contrary to the doctrine propounded 
by some in the heyday of the Industrial 
Revolution, mechanization has not taught 
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docility to “the refractory hand of labor.” 
It is a dull workingman who does not see 
in the machine the only key to the true 
millenium. For only mechanization can 
mitigate—if not cure—"the disease of 
work,” as de Tocqueville calls it, which 
has tortured humanity since the first day 
of its existence. 

It is true, of course, that the cleavage 


between management and labor is a source 
of strain and strife. But it is questionable 
whether tranquillity is the boon it is made 
out to be. In human affairs, the best 
stimulus for running ahead is to have 
something we must run from. The chances 
are that the millenial society, where the 
wolf and the lamb shall dwell together, 
will be a stagnant society. 


—Eric HorrFer. Harper’s Magazine, March, 1954, p. 48:2. 


NEW LIFE FOR THE OLD-TIMER 


lr you Have attended one farewell ban- 
quet honoring retiring employees of a 
company, you have attended all. The 
somewhat dazed victim receives his watch 
(he already has one, and it keeps perfect 
time) or his traveling bag (though he 
hasn't the remotest intention of going 
anywhere). The master-of-ceremonies 
brings out the timeworn tributes to the 
years of faithful service and well-earned 
rest. The employee then departs, secure 
in the knowledge that he will have his 
photograph in the employee magazine 
next issue—and that he is at the end of 
the line. Beyond this, he is sure of noth- 
ing. 

A scant handful of industrial em- 
ployees each year cross the finish line with 
all the essentials to a happy retirement— 
reasonably good health, a comfortable, as- 
sured income, and something to do. Med- 
ical research is doing much to prolong 
life, and the span has been encouragingly 
extended. The situation with respect to 
the other two factors, however, is not so 
rosy. The dwindling value of the dollar 
in recent years, the added bite of taxes, 
and the failure of Social Security to pro- 
vide an adequate solution have conspired 
to make retirement, for most, uncertain. 


May, 1954 


Recent figures from the Committee on 
Aging and Geriatrics of the Federal Se- 
curity Agency show that existing pension 
systems—both public and private—cover 
about 3'42 million people, and that there 
are 3 million past 65 years of age who are 
still employed. The median income of 
families in this age group, it is pointed 
out, is only $1,903, and the average in- 
come of those not living with relatives 
drops to a frightening $650. 

There is a job here for people in indus- 
trial relations, a job too vast to describe, 
except in highlight form. Personnel ex- 
ecutives as a group can’t change laws, but 
they can help alter procedures. Here’s a 
suggested pattern for action: 

Get the problem of retirement on a 
project basis. In most companies, the 
word “retirement” suggests taking care of 
insurance and ordering the farewell gift. 
Let the personnel department give retire- 
ment and retirees the same attention it 
gives hiring, or safety, or first aid. Get 
the retirement job into the hands of an 
individual who will do something about 
it, who will tackle the topic on a con- 
tinuous program basis. 


Organize a pre-retirement group. It’s 
wonderful to have a Quarter-Century 
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Club, but one of its tunctions could 
properly be the creation of a group within 
the group to meet the problems of on- 
coming retirement. Within the frame- 
work of the service veterans’ group, 
organize for discussion and planning all 
those whose retirement date will be 
reached within five years; then help the 
members prepare programs for them- 
selves for post-retirement. One clear 
benefit of such an activity is that pre- 
retirement employees will be better off 
spiritually during their last few years of 
company service; as it is, many of them 
are liabilities in their jobs because they're 
disturbed about the future. 


Utilize communications devices to tell 
the story. The conventional concept of 
how to “cover” a retirement event is to 
show the retiree being handed his watch 
and walking papers. Let the person in 
charge of publications develop a broader 
base for retirement stories by showing 
how pre-retirement employees are plan- 
ning for their future, and by showing, in 
occasional articles, how fruitfully re- 
tired employees are spending their time. 
Editorial emphasis should be put on the 
retiree who has cultivated a profitable, 
interesting hobby, not on the thesis that 
retirement means nothing beyond slippers 
and a rocking-chair. 

Bend your energies to improving the 
social status of the retiree. One of the 
features about his severance the retiree 
likes least is the prospect of his reduced 
social standing. To him, retirement spells 
curtailed activity, reduced income, and 
the polite but obvious tolerance of his 
former associates when he comes back to 
the shop for a visit. The dignity of re- 
tirement needs to be elevated. 

Help the retiree find something to do. 


A great many retiring employees want 
something to occupy their time, entirely 
apart from reasons of financial need. 
They want to keep busy. 

Two appliance manufacturers in Illinois 
have developed almost parallel programs 
in connection with separated employees 
who have passed the retirement mark. 
Here are the high spots of these programs: 

The first company is Geo. D. Roper 
Corp., Illinois, gas-range manufac- 
turer. When hostilities ceased in Korea, 
its government plant contract was cut 
back, resulting in sharp layoffs. Among 
the employees affected were twenty-odd 
over-age men who had remained on the 
job during the manpower shortage. The 
cutback, by agreement between company 
and union, meant the mandatory retire- 
ment of the over-age employees. Instead 
of cutting the tie abruptly, Roper’s presi- 
dent created through the company’s per- 
sonnel department the “Roper Veterans’ 
Club,” set up a social plan for the group 
involving meetings and dinners, issued 
lifetime membership cards, and then an- 
nounced a special employment service for 
these ex-Roperites, so that anyone in the 
group interested in pleasant part-time 
work might secure it. Several have al- 
ready been placed, and the work goes on. 
Ultimately, it is hoped, every one of the 
group will find himself in the sort of job 
he likes. 

Hotpoint Inc., Chicago appliance manu- 
facturer, has evolved a plan whereby its 
retiring employees may take a course of 
training—at company expense, of course 
—in the servicing of equipment. Thus 
men who had worked in building Hot- 
point appliances might become the men 
to service them. What the plan does for 
the morale of retired employees is not 
hard to imagine. 


—The Score (Newcomb & Sammons, Chicago, IIl.), March 15, 1954. 
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Answering Inquiries About Employees: A Survey 
of Company Practice 


IN TIMES when banks and other credit-extending organizations are especially cautious 
about granting loans or merchandise on installment, personnel departments in many 
companies likely to be receiving a larger number of requests than usual for informa- 
tion on the private and semiprivate affairs of employees. 

A survey recently made by the Employee Relations Bulletin of 226 companies 
of varying sizes and geographical locations shows that many firms have no formalized 
policy with respect to answering inquiries of this kind. There was unanimity on 
only one point: “We give out information to outsiders but do not like to do this. 
All inquiries are a nuisance for this office.” 

All of the replying companies release some types of information about employees 
to outsiders; 12 per cent consult the employee first on some kind of inquiry, and 5 
per cent require his permission before they disclose any information. 

All respondents put some limitations on the types of outside agency to which 
information is given. Ninety-five per cent make disclosures to government agencies; 
91 per cent, to credit agencies; 86 per cent, to banks; 54 per cent, to retail stores; 
30 per cent, to charitable agencies; and 19 per cent, to lawyers. All of the 
respondents will verify upon request the employment of a given individual, but 
varying restrictions are imposed on other types of information. Ninety-six per cent 
will disclose an employee's length of service; 86 per cent, his occupation; 65 per 
cent, his address; 53 per cent, his telephone number; 54 per cent, his marital status; 
42 per cent, his age; 38 per cent, his earnings (with limitations); 9 per cent, 
previous financial difficulty; and 4 per cent, his medical history. 

—Employee Relations Bulletin (National Foremen’s Institute, Inc.), Report No. 390 


How Popular Are Reading Racks? 


EMPLOYEES overwhelmingly endorsed the reading rack service at Bigelow-Sanford 
Carpet Co., in a recent survey. Of 1,000 survey forms which were placed near 
the racks, more than 900 were returned within three days; 889 of those voting 
said they liked the reading racks. Only 27 said they were not interested, and 16 
of these indicated a desire to receive more books on different subjects. 

Booklets on hobbies (with 405 votes) were found to be the top favorites. Other 
subjects on which employees stated they would like more booklets were: home 
and garden—366 votes; sports—331 votes; the company—268 votes; humor—221 
votes; general—171 votes, economics—103 votes. 

—Personnel Executives’ Newsletter (Deutsch & Shea, Inc.) 





SPECIAL AMA CONFERENCE ON COLLECTIVE BARGAINING 
A Special AMA Conference on Collective Bargaining—spotlighting 
forthcoming union demands and strategy, and the special problems of 
bargaining in the months ahead—will be held Monday and Tuesday, 
June 7-8, 1954, at the Hotel Astor, New York. 
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SOME FACTS AND FIGURES ON UNIONS 


Do you know what unions do besides 
push for higher pay? How many people 
do you think belong to unions? What dues 
do they pay, and what kind of salaries do 
their leaders draw? Here are some facts 
on the scope of union operations today 
and on some special union activities be- 
yond the area of collective bargaining. 


Membership. Today about one out of 
every three workers belongs to a union— 
roughly 16 million of a non-farm working 
force of 50 million. They are members of 
over 210 national or international unions, 
which break down into more than 70,000 
union groups. 

Highest-paid union officials. Unions 
don’t always publicize their officers’ sala- 
ries, but at least two union presidents— 
John L. Lewis, of the United Mine 
Workers, and Dave Beck, of the Inter- 
national Brotherhood of Teamsters, 
Chauffeurs, Warehousemen & Helpers of 
America (AFL)—receive $50,000 a year. 
James C. Petrillo, president of the Amer- 
ican Federation of Musicians, is paid by 
both his national and his local union; it is 
rumored that he gets between $65,000 
and $75,000 annually. 

Officials’ pay. The president of an aver- 
age national union gets between $8,000 
and $15,000 a year. (Presidents of local 
unions ordinarily get no pay unless they 
work full time, but big locals often do 
pay “business agents” to handle their 
affairs.) Union organizers are paid from 
$3,500 to $12,000 a year, and frequently 
put in a 16-hour day. 

Dues. Most union members pay month- 
ly dues of $2.50, though in some instances 
the dues are $5 or more a month. Some 
unions have a sliding scale for dues, based 
on the member's earnings. 

Financial disclosures. To get the bene- 


fits of government collective-bargaining 
laws, both local and national unions must 
provide an annual financial report to their 
members and to the Secretary of Labor. 


Women. Today women are eligible for 
membership in most unions, but they 
haven't always been. Many unions used 
to have a constitutional bar against wo- 
men in order to keep them from com- 
peting for jobs. Only four or five of the 
railway craft unions and a few others 
still stick to the no-womervallowed rule. 


Investments. Most unions are shrewd 
and able when it comes to investing their 
money. Here’s an example: Harry Bridges’ 
leftish International Longshoreman’s and 
Warehousemen’s Union has an $8-million 
pension fund salted away in high-grade 
bonds of the Aluminum Company of 
America, the American Telephone and 
Telegraph Company, the Southern Cali- 
fornia Gas Company, the National Steel 
Corporation, the Chesapeake and Ohio 
Railway Company, the C.I.T. Financial 
Corporation, and a dozen other com- 
panies. 

Health and hospital centers. The Inter- 
national Ladies’ Garment Workers’ Union 
has maintained a health center in New 
York since 1912 and also has other cen- 
ters in Newark, N. J., Los Angeles, Phil- 
adelphia, and Fall River, Mass. The 
Amalgamated Clothing Workers has simi- 
lar institutions in New York, Chicago, 
and Philadelphia. The Mine Workers 
Welfare Fund is financing construction of 
ten hospitals in isolated mining areas. 


Schools. Many colleges and universities 
offer special summer courses for labor 
organizers and negotiators—for example, 
the University of Wisconsin, which since 
1928 has maintained the Wisconsin School 
for Workers. The Brotherhood of Elec- 
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trical Workers in New York makes 
several scholarship awards annually to 
members’ sons for study at Columbia 
University. The St. Louis Plumbers and 
Steamfitters local sponsored the establish- 
ment of a school for steamfitters and is 
active in its operation. The International 
Typographical Union has an educational 
bureau which prepares texts in typog- 
raphy for schools and colleges and also 
runs correspondence courses for its ap- 
prentices. 

Rest homes and camps. Everything 
from rest homes to flossy summer camps 
is available to union members, sometimes 


at no cost to them. Examples are the 
Printing Pressmen’s sanatorium and trade 
school, in Tennessee; the Carpenters’ 
Home, in Florida; the Railway Conduc- 
tors’ Home, in Georgia; and the well- 
equipped Unity House, the ILGWU sum- 
mer camp at Skytop, Penna. 


Help for management. The Interna- 
tional Ladies’ Garment Workers’ Union 
maintains an engineering consultant ser- 
vice for all companies with ILGWU 
contracts. One purpose is to help small, 
struggling plants make higher profits 
through increased efficiency—which, by 
the way, helps make jobs, too. 


—Changing Times (The Kiplinger Magazine), April, 1954, p. 35:2. 


DEALING WITH “‘SUBVERSIVES” IN INDUSTRY 


How serious is the problem of Com- 
munists in industry—and what is indus- 
try doing about it? 

The number of Communist party mem- 
bers in the U. S. in 1953, according to 
J. Edgar Hoover, was down to 25,000, 
about half of whom were in New York. 
This is the hard core of the party. How 
many are there in industry? In 1950, at 
its fifteenth national convention, the party 
reported that 22,000 or about 45 per cent 
of its 48,000 members were in basic in- 
dustries; of these 5,000 or about 23 per 
cent were in food processing. The num- 
ber of “active sympathizers” on the pe- 
riphery who could be drawn into party 
projects, however, is difficult to gauge. 

The problem in industry is threefold: 
industrial espionage, plant sabotage, and, 
through control of unions, prolonged 
strikes or slowdowns. Industry's intensi- 
fied concern with these problems has led 
a number of established detective services, 
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such as Burns and Pinkerton, to expand 
their operations to spot “subversives.” 


Few major companies, however, are 
utilizing their services. One well-known 
industry association pointed to a difficulty. 
“This comes too close to labor espionage,” 
said a spokesman. “It could be misused. 
Who could tell where some eager beaver 
would stop? It could easily turn into a 
tendency to put the finger on anybody 
who was not liked or was troublesome. 
Our advice to employers having suspicions 
would be: ‘Notify the FBI.’ This is no 
job for private investigators.” There is a 
question, too, whether ordinary “private- 
eye” methods would catch spies and 
saboteurs, who are usually planted deep 
down, and can be detected only by coun- 
terpenetration or some break in the es- 
pionage chain. 

Since individuals working on classified 
materials or seeking access to restricted 
areas in research and production have to 
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pass a full field clearance, and often are 
subject to surveillance by intelligence 
agencies, industry’s direct responsibilities 
for these areas are small. 

The large question remaining is what 
to do with the Communist or fellow 
traveler on the ordinary job—both in 
identifying him and deciding how to act. 
Here industry is largely on its own. 

Some firms feel that since the Com- 
munist party has not been legally out- 
lawed, no action can be taken against a 
man competently doing a job assigned to 
him. In some instances, through union 
cooperation, the issue has been solved 
quietly by discharging a suspected indi- 
vidual on other than political grounds. 
In some plants known Communists have 
had short shrift from the workers them- 
selves. 


Most firms do take elaborate precau- 
tions to screen Communists out at the 
hiring gate. Westinghouse, for example, 
asks each applicant to swear whether he 
is or has ever been a Communist. While 
this may not deter lying, once the in- 
dividual is subsequently exposed the lying 
becomes a ground for discharge. 

The key question of Communist-domi- 
nated unions is not one that industry 
alone can solve. Communist influence has 
declined drastically from its peak in- 
fluence in the 1940's. Today the Com- 
munists dominate about seven unions, 
comprising 2 to 3 per cent of American 
labor. This strength is still eroding, and 
union leaders point to this fact as argu- 
ment that legitimate unions can handle 
the problems without further legislation. 


—Fortune, February, 1954, p. 76:30. 


Facts on Prolonged IIIness—And Lost Production Time 


FOR THE EMPLOYER, absences represent lost production time. And delays and 
inefficiency resulting where skilled or key personnel are absent may multiply the 
production loss. For the employee, the work days lost during a prolonged absence 
because of disability may represent substantial income loss. 


Among 22,778 employees covered in a recent study conducted by the Research 
Council for Economic Security, there were 749 prolonged absences (i.e., absences of 
more than four weeks) due to non-occupational disability during a one-year period. 
The difference in the rates of prolonged absence for men and women salaried 
workers was relatively insignificant—16 per 1000 person-years, compared with 18 
per 1000. On the other hand, there were almost twice as many prolonged absences— 
62 per 1000 as against 32 per 1,000—among female production workers as there 
were among male production workers. 


Among the group of employees covered by the study, prolonged absences com- 
prised 25 per cent of all recorded absences of one week or more, and were respon- 
sible for 62 per cent of all the time lost during these absences. Five per cent of 
the prolonged absences reported had lasted more than 26 weeks. These were 
responsible for 21 per cent of the work days lost during prolonged absences. 


Prolonged absences lasted an average of 57 work days, with the absences of the 
men running somewhat longer than those of the women. Men over 45 years of 
age were absent for the longest periods, on the average, and men between 35 and 
44 years of age were absent for the shortest periods. In contrast, absences of 
women between 35 and 44 were longest, while those of women over 55 were 
shortest. 


—Second Progress Report, Nationwide Study of Prolonged Illness, Part I 
(Research Council for Economie Security, 111 West Jackson Blvd., Chicago 4, III.) 
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THE CASE FOR THE GUARANTEED ANNUAL WAGE. 
By David J. McDonald. Steel (Penton Build- 
ing, Cleveland 13, Ohio), April 5, 1954. 50 
cents. The president of the CIO steelworkers’ 
union states that the guaranteed annual wage 
proposal does not ask industry for a “blank 
check” but sets the following bounds as the 
basis for negotiations: 1) it fixes the amount 
of the company's contribution on a per-hour 
basis, with the amount subject to reduction; 
2) it ties the program in with the unemploy- 
ment compensation system, thereby allowing 
for cost reduction as the system improves; 
3) it encourages companies to save on costs 
by scheduling operations to give steadier em- 
ployment; and 4) it sets a maximum time 
limit on the obligation to guarantee unemploy- 
ment benefits. 


HOW TO GET YOUR MONEY’S WORTH FROM 
YOUR COMPANY PUBLICATION. Management 
Methods (141 East 44 Street, New York 17, 
N. Y.), February, 1954. 50 cents. Sets forth 
six basic objectives of company publications 
and outlines the standards which a survey of 
84 companies revealed are most generally used 
to determine methods of distribution, content, 
and readability. A sample questionnaire is 
included to help companies measure the reader- 
ship of their publications and to indicate 
profitable editorial changes. 


THE DRUNK: HE’S MANAGEMENT'S BABY. Busi- 
ness Week (330 West 42 Street, New York 
36, N. Y.), March 13, 1954. 25 cents. Though 
a number of companies recognize that alco- 
holics are sick individuals and have programs 
—such as the Yale Plan—to combat problem 
drinking, many others hesitate to “interfere” 
with what seems to be a personal problem but 
is actually a top-management responsibility, 
this article states. Thus approximately 1,650,- 
000 full-fledged alcoholics who are staying off 
the job a total of 36 million workdays a year 
are not getting any treatment—which, in 80 
per cent of cases, might cure them. 


SOME FOLKLORE OF PERSONNEL ADMINISTRA- 
TION. By Julius E. Eitington. Personnel Ad- 
ministration (4501 Massachusetts Avenue, 
N.W., Washington 16, D. C.), Vol. 17, No. 
1. $1.00. Examines some clichés and out- 
moded concepts of personnel administration 
which concern, among other subjects, the 
“open door” policy, the quest for top man- 
agement support, “equal pay for equal work,” 
supervisory training, etc. Rather than lament 
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the absence of top management support, the 
personnel administrator should concentrate on 
advancing a program of executive develop- 
ment that will produce more managers who do 
not need to be “sold” on progressive pro- 
grams. 


THE FUTURE OF COLLECTIVE BARGAINING IN AN 
AGE OF INFLATION. By Theodore Levitt. 
Labor Law Journal (214 North Michigan Ave- 
nue, Chicago 1, Ill.), January, 1954. $1.00. 
This annotated discussion covers: 1) steps 
which might be taken if marked union growth 
should place more inflationary pressure on the 
economy; 2) the degree to which union- 
negotiated wage increases are in fact infla- 
tionary; and 3) unions’ future bargaining role. 
Minimizing both the inflationary effects of 
union wage increases and the anti-inflationary 
results of placing curbs on unions, the author 
nevertheless predicts that the labor organiza- 
tions will react to public criticism and try to 
ward off restrictions by becoming less aggres- 
sive. 


ABSENCES AND EMPLOYEE ATTITUDES IN AN 
ELECTRIC POWER COMPANY. By Floyd Mann 
and Howard Baumgartel. Human Relations 
Program Series 1, Report 2. Survey Research 
Center, University of Michigan, Ann Arbor, 
Mich. Studies conducted at the Detroit Edi- 
son Company reveal that attitudes influence the 
absence rates of male blue- and white-collar 
employees but not of women. Men in work 
groups with lower absence rates were found to 
be more satisfied with their supervision, work 
associates, wages and promotional opportunt- 
ties, jobs, and the company in general. 


AN EVALUATION OF PERSONNEL PHILOSOPHY. 
By Solomon Barkin. Monthly Labor Review 
(Superintendent of Documents, U. S. Govern- 
ment Printing Office, Washington 25, D. C.), 
February, 1954. 55 cents. Harmonious per- 
sonnel relations will depend on management's 
willingness to recognize the coexistence of two 
independent value systems: that of ranage- 
ment and that of the worker, expressed through 
the trade union, this labor economist states. 
Among his suggestions for supplanting an 
“enterprise-conscious” personnel philosophy 
with one “better adapted to the acceptance of 
collective bargaining’: Make the union the 
exclusive agency for communication and con- 
sultation with employees on such matters as 
job changes, methods changes, and new stand- 
ards or rules. 
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FORGOTTEN FACTS ABOUT OFFICE EFFICIENCY 


It Has BECOME fashionable to point out 
with shame that the ratio of clerical to 
factory workers has increased from about 
one-to-30 in 1900 to one-to-three in 1950. 
Usually this gloomy observation is supple- 
mented with remarks about the backward- 
ness of the office, especially when com- 
pared with the factory. 

Conceding that there is some flabbiness 
in almost every large business ofhice, such 
evidence as comparisons of factory with 
office should be considered circumstantial 
only. Office executives can make a strong 
case in their own favor. 

Since 1900, there have been several in- 
dustrial revolutions: the production line, 
high-speed versatile machine tools, auto- 
mation. Does industry consist simply of 
factory workers coming to work in the 
morning, turning on their machines and 
happily piling up finished products? No, 
such production requires careful organ- 
ization, paperwork, and efficient clerical 
personnel to keep the factory instructed 
and scheduled. The more mechanized and 
automatic the factory becomes, the more 
papers and clerical workers are required. 

Since 1900, distribution of the products 
of industry has penetrated everywhere. 
The jokes of our generation have been 
about refrigerator salesmen knocking on 
the doors of Eskimo igloos. Do the sales- 
men simply put their briefcases under 
their arms and sally forth? They did in 
1900—but they cannot do it in 1954. 
Now we have scientific market research 
and analysis. We have complex market- 
ing techniques and practices. We have 
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sales promotion and advertising, sales 
training and follow-up. How many more 
clerical workers does all this require? 

Mechanization is always mentioned 
along with the statistics to show how the 
office “lags behind” the shop. Figures do 
show that almost 10 times more money is 
invested in factory machinery than in of- 
fice machinery. But the only thing this 
proves is that any comparison between 
the number of factory workers and the 
number of office workers is inconclusive, 
because machinery has vastly increased 
the individual productivity of the factory 
worker. 

Those who speak of mechanization 
seem to imply that office executives resist 
or ignore modern machines. The fact is 
that office machines are available to do 
only part of the office job. There are 
no cases on record of any real office ex- 
ecutives holding to quill pens, carrier 
pigeons, mental arithmetic, manual copy- 
ing, and longhand letters. But there just 
aren't any machines that can type letters, 
file papers, handle switchboards, sort 
mail, or keep track of appointments. In 
other words, though we have seemed on 
the verge of a revolution in office methods 
since the advent of electronics and 
cybernetics, there are still no machines 
with business-school diplomas. 

While the thoughtful office executive 
will do well to study some of the shop’s 
theories and practices on precise work 
measurement and work simplification, he 
should not martyr himself and his clerical 
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workers because of comparisons with the 
factory. Nor, because of such compari- 
sons alone, should he start blindly hack- 


ing away at his paper and personnel with 
the economy axe. If he does, he may 
chop down the whole business. 


—Rosert L. Burtew. Office Executive, February, 1954, p. 3:1. 


HOW MUCH SPACE PER OFFICE WORKER? 


Ins a QUESTION very often asked by 
business management: How much space 
per employee? There's no pat answer. In- 
volved are such factors as prestige, place- 
ment of windows, and the nature of each 
person’s work. Firms vary widely in their 
organizational make-up—so widely, in 
fact, that to quote rules of thumb would 
set an inevitable trap for the unwary. 
The key to this question lies in the pro- 
portion of total personnel to be housed in 
private offices. Since single-occupancy pri- 
vate offices usually require from 125 to 
400 square feet per person, while those 
in open office space need only 75 to 100 
square feet each, it is obvious that the 
over-all average will depend primarily 


upon the proportion of each type of space 
to be included. 


A further variant lies in the amount of 
space to be included which is not sized in 
accordance with its human occupancy. 
This category includes reception rooms, 
stock rooms and vaults, libraries, extensive 
files, tabulating units, conference and 
board rooms, display rooms, employee wel- 
fare and recreation areas and the like. 
Obviously, the more we allot to this type 
of activity, the higher will be the average 
space per person. 

We find, therefore, that the profes- 
sional space planner uses a composite for- 
mula for appraising a firm's space needs. 
This formula may be outlined as follows: 
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1. Estimate allowances for all private 
offices required. Such spaces might be clas- 
sified under five categories, depending 
upon the positions and needs of the oc- 
cupants. A suggested range of sizes is: 
senior executives, 400 sq. ft.; general 
managers and department heads, 310 sq. 
ft.; senior assistants, 220 sq. ft.; junior 
assistants, 130 sq. ft.; inside cubicles, 80 
sq. ft. 

2. Estimate actual requirements for all 
spaces whose size is dictated by considera- 
tions other than the human occupancy 
(reception rooms, etc.). 

3. Make a square foot allowance for all 
persons housed in general office areas not 
included in items 1 or 2 above. This al- 
lowance should be 90 to 100 square feet 
per working position in smaller depart- 
ments, in units with higher level non- 
executive personnel, or where visitor 
trafic is heavy. The allowance can be 
reduced to 75 to 85 square feet per 
working position in large routine clerical 
areas—such as accounting, steno pools, 
and the like. The term “working position” 
as used here means a standard single cleri- 
cal desk and chair. An unassigned but re- 
quired table or desk with chair would 
likewise be counted as one working posi- 
tion. A person occupying a desk with a 
table behind him would be considered to 
occupy one-and-a-half working positions. 
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Above-normal requirements, such as for 
section heads requiring extra space for 
visitors, or bookkeeping machines sur- 
rounded by file tubs, should be rated in 
accordance with the net space required, 
expressed in terms of working positions. 

4. Allow 10 to 15 per cent of the total 
of items 1, 2 and 3 above for primary 
“circulation,” i.e. corridors and aisles. 

In applying the above formula, the fol- 
lowing data will be found helpful: 

Conference and board rooms. For oc- 
cupancy by 30 persons or less, allow 25 
sq. ft. per person; for 30 to 200 persons, 
8 sq. ft. each. Conference rooms for less 
than 30 persons are assumed to be set up 
around conference tables, while those 
above 30 persons follow a meeting room 
pattern with parallel rows of seating 
facing a rostrum. 

Files. The allowance per working po- 
sition, given in item 3, above, assumes 


not more than one-and-a-half lineal feet 
of files, safes and cabinets per working 
position. Where the requirements exceed 
this figure, additional allowances must be 
made. In the case of standard files, for 
example, five to seven square feet per 
cabinet is required for letter size files, six 
to eight square feet for legal size, depend- 
ing upon actual layout. These figures 
would be used in estimating the size of 
central file rooms, adding to the total an 
additional allowance per working position 
for the personnel. 


Coat rooms. Allow one-and-a-half 
square feet per person for two rows of 
racks with an aisle between. The allow- 
ance is four lineal inches of rack per 
person. 

Telephone switchboard. Allot 50 square 
feet per position for basic equipment. 
Where supplementary space is required 
for desk or other work, additional allow- 
ance must be made. 


—tThe Integrated Office (Management Magazines, Inc., 141 East 44 Street, 
New York 17, N. Y.), 64 pages. $2.00. 


Middle Management's “Personality Problems” 


HOW WELL qualified is middle management today? How is it measuring up to the 
job of supervising the work of others? The results of a recent survey provide some 
answers. Conducted by Opinion Research Corp., Princeton, N. J., it covered 
several thousand supervisory employees of plants located in various parts of the U. S. 


One question asked the supervisors how easily they could make friends. This 
was important, for if a supervisor cannot make friends he is unable to get close 
to those with whom he works. Yet 37 per cent of those included in the survey 
said they cannot make friends easily. 

“Are you easily rattled?” was another question. 


A significant 38 per cent of 
the supervisors said yes. 


The survey asked if the supervisors felt insecure in their jobs. 
cent reported that they did. 


In other questions, the supervisors reported some equally significant character- 
istics. Ninety-one per cent said they worry about their mistakes; 64 per cent said 
they are unable to develop any “drive” in their groups; 51 per cent confessed that 
they are not self-starters, that they let other people start things for them; 74 per 
cent said they are prone to make excuses; 48 per cent admitted lacking punctuality 
in their work. 


Forty-nine per 


—Office Executive, Vol. 28, No. 12 


The Management Review 





OFFICE DUPLICATING METHODS—HOW THEY COMPARE 





Number of Copies 
for which 
Best Suited* 


Speed* . 


Estimated Cost 
per Copy ** 


Remarks 





1-30 feet per minute 


%-1V_ cents 


Original copy must be on translucent poper, on 
only one side. Connot enlarge or reduce. Can 
copy photographs and ort work. Produces posi- 
tives. Color of printing con be varied from copy 
to copy, os can color of paper. 





Facsimile 


1-10, but con pre- 
pore offset masters 
ond stencils 


Single copies, 3 
minutes; stencils 
ond offsei masters, 
6 minutes 


Single copies, 7% 
cents; copies made 
with stencil, in runs 
of 20, 1% cents 


Copies original material, including photogrophs 
ond art work. Cannot enlarge or reduce. Produces 
positives, black on white. Con prepare stencils 
and offset masters. Can be used for long distance 
transmission. 





Gelatin 
(also called 
Hectograph) 


10-75 copies a min- 
vte, depending on 
type of machine 


leost expensive of 
all processes for 
short runs 


Master must be prepored. Copies grow progres- 
sively fainter. Can print 8 colors at once; purple 
is best. Produces positives. Gelotin con be re-used. 





Liquid 
(also called 
Spirit, or Fluid) 


60-120 copies o 


minute 


% to 4 cent 


Master must be prepared. Copies grow progres- 
sively fainter. Several colors can be printed at 
once; purple is best. Produces positives. 





Multigraph 
(also called 
Relief) 


300- hundreds 
of thousands 


3,000 - 6,000 copies 
an hour 


Slightly more than 
stencil duplicators 
on long runs 


Closely resembles typing; con be used for actual 
printing. Produces positives, one color ot a time. 
Prints from movable type, electrotypes, or plates, 
permitting changes in moterial during run. 





Offset 
(also called 
Multilith) 


2,500 - 5,000 copies 
on hour 


A fraction of a cent 
varying with run 


Master must be prepared. Con reproduce photo- 
graphs, letterheads, and art work. Can enlarge 
or reduce if master is prepared photographically, 
Produces positives, one color at a time. 





Photocopy 


1-2 copies a minute 


8-9 cents 


Copies original material, including photographs 
ond art work. Most models moke exoact-size 
copies; some con enlorge and reduce. Produces 
negotives first, then positives, usually black on 
white—color available in some cases. 





Stencil 
(also called 
Mimeograph) 


60-200 copies o 
minute 


Ys cent on long runs 


Stencil must be prepored. Cannot enlarge or 
reduce. Produces positives, usually one color at 
o time, but in some cases it is possible to print 
several colors at once. 





Thermo-Fax 


4 copies o minute 


4-5 cents 


Copies original material, including drawings. 
Connot enlorge or reduce. Produces positives, 
block on white. 





Verifax 


3copies a minute; 
single copies, 
50 seconds 


Single copies, 94 
cents; in runs of 3, 
4 cents 


Copies original material, including photographs 
ond ort work. Cannot enlorge or reduce. Makes 
copies on standard office poper. Produces posi- 
tives, block on white, 





Xerography 








Single copies, 2-3 
minutes; offset mas- 
ters, 3-5 minutes 





Single copies, 9 
cents; with offset, o 
fraction of a cent 
on long runs 





Copies original material, including photogrophs 
and ort work. Can enlarge and reduce. Con moke 
single copies, offset masters, transivcent diazo 
mosters. Produces positives, block on white. 








*Based on cost, speed, ond other factors. Shorter or longer runs may be feasible in varying circumstances. 
**Bosed largely on monufocturers’ estimotes, with reference to stondord machines turning out letter-size copies. 





CARBON COPIES without carbon paper are now possible. 





Figures cre approximate and cen very with circumstances. 


—Office Management 3/54 


One firm has recently 


culminated 10 years’ research on chemically-treated papers with a duplication sys- 
tem capable of turning out four hand-written copies simultaneously, or as many 
as seven with an electric typewriter. 
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—Industrial Bulletin (Arthur D. Little, Inc., Cambridge, Mass.) 3/54 








MODERNIZING YOUR OFFICE EQUIPMENT 


The perrect office, such as may be 
seen in equipment advertisements, is de- 
sirable in any company—but few estab- 
lished firms can consider scrapping all 
their present equipment and starting over 
from scratch. How, then, should such a 
company work toward the goal of an 
ideally equipped office? 

Replacements of office equipment are 
generally handled in one of three ways: 

1. Replacement of individual items 
on a “when needed” basis. This is the 
usual method, often haphazard. It need 
not be. When individual requests for 
purchases are measured impartially against 
established standards, this can be a prac- 
ticable (though slow) method, requiring 
a minimum budget. 

2. Modernization of departments. If 
replacements or renovations are made on 
a larger than unit scale, yet no complete 
replacement is made, the replacements 
should be held within department limits. 
Particularly with office furniture, it is 
wise to bring one department up to stand- 
ard rather than replace, for example, a 
portion of the equipment in several de- 
partments. Morale is a powerful factor 
here. Miss Jones can understand why one 
department at a time must receive atten- 
tion; but she can’t understand why Mary 
Smith, sitting next to her, gets a new 
chair while she doesn’t. 

3. Complete replacement of equip- 
ment. This seldom need happen. At the 
most, its course should involve replace- 
ment throughout the company of all items 
which need to be replaced. Regardless 
of method, the measure of need for re- 
placement or repair of equipment is the 
work to be performed. 

The essential problem, from any view- 
point, is continual evaluation of equip- 
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ment in terms of the job it helps people 
to do. Desks, if properly planned, can 
help to do a job. Chairs designed to 
eliminate fatigue can help do a job. The 
right machine often accomplishes the job 
with a minimum of personal attention. 
In any of the three methods of system- 
atically replacing equipment—by item, by 
department, by entirety—there are 10 
steps to be taken: 

1. There should be a clear statement of 
purpose, based on (1) maximum produc- 
tion with minimum time, effort, and ex- 
pense; (2) least personal difficulty; or 
(3) good public relations. The equip- 
ment chosen should be operationally 
profitable on one of these grounds. 

2. Administration should be assigned 
to one man or department. 

3. A detailed perpetual inventory of 
equipment should be maintained. A card 
form is best, with emphasis on condition 
of the equipment and its suitability for 
the job. 

4. Equipment should be classified as 
to usefulness. Here, the simplest classifi- 
cation would be: use it; fix it; replace it; 
or discard it. 

5. Methods and procedures should be 
studied in relation to equipment needs. 

6. Makes and models of equipment 
should be standardized for operational 
versatility and maintenance service. 

7. A procedure for evaluating pur- 
chase request should be prescribed. 

8. A budget should be established. 

9. New equipment developments 
should be studied continually. In this 
regard, office publications are most help- 
ful provided there is fixed responsibility 
for checking their new product and ad- 
vertising pages systematically. 
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10. Progress should be periodically 
checked. 


be organized on a basis of considering the 
people who work, the jobs being per- 
Any replacement, renovation, and re- formed, and the results management ex- 
pair program for office equipment must pects the people to produce. 
—Paut C. Keri. The Office, February, 1954, p. 143:3. 


Electronic Brain Pays Off 


SAVINGS of $500,000 annually make sense to any business man. That is the sum 
General Electric figures it can save with a new electronic computer system installed 
recently at the Louisville headquarters of its major appliance division. 

To supervise the machine, GE has hired a former mathematics professor who will 
“program” solution of management problems like allocation of production costs, 
analysis of market potentials, inventory checks and so forth. 

In addition, the machine will be used to make out paychecks for 12,000 em- 
ployees in the division. For example, the pay data of the Erie, Penna., plant will 
be flown to Louisville each week for a run through the machine, then the pay- 
checks will be mailed back. The job will take less than six hours as against seven 
days before and can be handled by a half-dozen workers as against probably 250. 


—Investor’s Reader (Merrill Lynch, Pierce, Fenner & Beane, New York) 3/8/54 
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ELEMENTS OF OFFICE PLANNING. By Robert 
L. Niles. Dun’s Review and Modern Industry 
(99 Church Street, New York 8, N. Y.), 
February, 1954. 75 cents. The steps involved 
in determining the space and equipment needs 
of an office, assessing new space, and prepar- 
ing for “moving day” are outlined here. The 
article also contains a checklist of items for 
inspecting new premises and deciding whether 
or not a lease should be taken. 


THE OFFICE: OUR BUSINESS HOME. By Harold 
C. Pennicke. Proceedings of the 34th Inter- 
national Conference of the National Office 
Management Association (132 West Chelten 
Avenue, Philadelphia 44, Penna.), 1953. 
$3.00. Clerical staffs can be reduced by 15 
to 25 per cent if companies construct special- 
purpose and functional buildings to fit their 
own specific clerical requirements, this con- 
sultant says. Discussing also the effect of the 
proper physical environment on_ operating 
costs and personnel recruitment and reten- 
tion, he states that operating efficiency can be 
raised 60 to 80 per cent in properly designed 
work areas. 
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AMERICAN AIRLINES’ SYSTEM OF OFFICE WORK 
MEASUREMENT. By Tony Piscatella. The 
Office (270 Madison Avenue, New York 16, 
N. Y.), February, 1954. 25 cents. The major 
advantages and disadvantages of an office 
work measurement program are outlined here, 
particularly from the standpoint of the line 
supervisor. Special attention is given to prob- 
lems of easing the introduction of the system 
by informing employees about its purposes, 
defining work units, and developing methods 
of reporting productivity and expenditures of 
time. 


TRENDS IN INTERNAL AUDITING. By Charles 
J. Ghesquiere. The Internal Auditor (120 
Wall Street, New York 5, N. Y.), Vol. 10, 
No. 4. $1.00. The results of a survey of 
members of The Institute of Internal Auditors 
and the practices followed in the author's 
company (Detroit Edison) are presented here 
to illustrate the trend toward wider scope of 
operations and greater responsibility for the 
internal auditor. The survey shows, for ex- 
ample, that the internal auditor is permitted, 
or encouraged, to review or criticize operating 
procedures in almost all cases. 
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SELLING STARTS ON THE PRODUCTION LINE! 


S warreninc competition for the con- 
sumer’s dollar is causing many companies 
to recognize that no amount of sales 
effort will keep them on top of a buyers’ 
market unless salesmen get some help 
from the point where all sales begin— 
the production line. The result has been 
a rapid growth of company programs de- 
signed to make the factory worker aware 
that order-getting quality and price ap- 
peal depend on the way he does his job. 
Some companies are doing this through 
newspapers, house organs, and meetings; 
cthers have set up displays of competitors’ 
products in the shop so that production 
workers can see what they're up against. 
Some programs are still more elaborate— 
varying with the type of company and 
product—but they are all healthy indi- 
cations of an awakening vigor in the in- 
dustrial marketplace. 

Brown & Bigelow Company offers a 
case in point. Some time ago this maker 
of advertising aids organized 250 super- 
visors to start an instructional program, 
with training sessions set up to show all 
phases of the company’s operation through 
demonstrations, skits, and films. Super- 
visors were thus able to get the complete 
picture and see the part they played in 
getting goods to market. The supervisor 
group, in turn, has set up a series of 
meetings for on-the-job training. More 
than 2,200 factory employees have so far 
received class instruction in standards and 
standard costing. A cost program was 
also instituted in the factory. Suggestions 
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were encouraged from employees, and 
bulletins published the ideas that were 
gathered. Organizing a standard program 
was difficult, owing to the complexity of 
the company’s varied operations. But the 
system is working, production has im- 
proved, and costs can now be better con- 
trolled as material moves from one de- 
partment to another. 


Healthy respect for competition is en- 
couraged at Caterpillar Tractor. The 
firm’s employee magazine repeatedly 
drives home to worker-readers the virtues 
of rival products. Attacking complacency 
as a road to business failure, one issue of 
the paper pictures important pieces of 
competing equipment. It describes these 
items admiringly, pointing up their good 
features and underlining their menace to 
Caterpillar products in the marketplace. 
Emphasis is on delivery, and workers are 
told competing machines are bought when 
the customer has to wait too long for a 
product. 


The A. B. Dick Co., manufacturer of 
office equipment, recently put on a pro- 
duction exhibit for its employees to allow 
workers from all divisions to see the total 
results of their efforts. Typical products 
were mounted on a turntable, at the base 
of which were enlarged photos of manu- 
facturing departments which made the 
equipment displayed. A demonstration 
area was placed at the center of the ex- 
hibit, where trained sales personnel ex- 
plained and operated machines for visit- 
ing workers. Another section of the dis- 
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play stressed the company’s distribution 
and service facilities. A large, illuminated 
map of the U. S. was dotted with dis- 
tribution points, and constantly moving 
pointers drew attention to the map. The 
exhibit was placed in the main aisle of 
the manufacturing building, and demon- 
stration hours were arranged for workers 
from all shifts. Attendance and com- 
ments of employees showed their en- 
thusiastic support of the project. 
General Electric’s Erie (Pa.) works 
used a grim method to impress employees 
with the importance of product quality. 
A small brick building was labeled “Cau- 
tion—Disaster Area.” Inside this struc- 
ture was a display emphasizing quality 
products as a bulwark against competi- 
tion. Speakers gave examples of equip- 
ment failures due to minor defects, 


usually the results of worker carelessness. 
One instance cited was a bearing failure 
caused by a stray steel chip, which might 


have sidelined a streamliner if undetected 
in time. Sides of the “theatre” were 
lined with shelves holding equipment parts 
with small defects. Workers filed by and 
were able to see the importance of care- 
ful work in the good performance of the 
completed product. 

The Mullins Mfg. Corp., manufacturer 
of porcelain kitchens, is particularly sub- 
ject to close customer scrutiny. In issues 


of the company paper, the housewife is 
designated the boss inspector. Photos of 
actual defects which lost sales are in- 
cluded, emphasizing the value of good 
workmanship. Since most housewives de- 
termine which kitchen sink will be bought, 
interviews with them as potential custom- 
ers were printed. They all felt that 
competition was the challenge to sales, 
and that bettering your competitor was 
the only answer to getting your share of 
business. 

Several divisions of Westinghouse Elec- 
tric Corp. have programs designed to 
make workers sales‘minded. The Sturte- 
vant Division asks employees to look 
around their neighborhoods for air-con- 
ditioner prospects. Drugstores, beauty 
shops, taverns, and the like have been 
scouted, and names submitted to sales 
representatives. A number of sales have 
resulted from such efforts. 

The Elevator Division, Jersey City, in- 
cludes in its News a list of new 
contracts secured. Importance of good 
quality in getting these contracts is 
stressed. Management also meets regu- 
larly with union officials to discuss busi- 
ness prospects. An important aspect of 
these meetings is the threat of competi- 
tion, and union members are asked to 
help in getting production costs down to 
enable the company to garner its share 
of business. 


—R. H. Witcox. Mill & Factory, February, 1954, p. 100:4. 





SAFETY STYLING: Getting girls in shops and plants to wear safety caps has been a 
problem ever since they began streaming by the thousands through plant employ- 
ment offices in the early 1940's. Within the past few years, however, attention 
has been paid to appearance as well as safety by designers of women’s safety caps. 
The headgear selected for girls working in the plant of the Cannon Electric Company 
in Los Angeles, for example, is so comfortable and flattering in appearance that it 
has become popular with women in many industrial plants in the area. 
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SAFETY IS GOOD BUSINESS! 


Sice tHE organized safety movement 
started in 1913, we have seen encouraging 
progress. The statisticians estimate that 
if accidental deaths had continued at the 
1913 rate up to the present time, more 
than half a million more persons would 
have lost their lives. This improvement 
is the more remarkable when we consider 
that it took place during a period which 
brought the development of more and 
faster vehicles and machinery of all kinds. 

Unfortunately, there is another side to 
the story. While the death rate from ac- 
cidents in 1953 was 60 per 100,000 popu- 
lation—the lowest on record—we still had 
a toll in the United States of 95,000 lives 
and 9,600,000 injuries annually. 

Traffic accidents alone killed 38,300 
persons last year—one and one-half times 
the number of Americans who died in 
the Korean War. 

The time lost last year by workers from 
accidents of all kinds was equivalent to an 
entire year’s shutdown of industrial plants 
employing 1,100,000 men and women— 
the same, in other words, as removing 
from production all the plants of General 
Motors, Ford, Chrysler, and United 
States Steel. 

It is estimated that 1953's accidents 
cost our economy more than nine billion 
dollars, representing nearly a quarter of 
our budget for national defense. This sum 
becomes all the more staggering when the 
magnitude of one billion dollars is brought 
into more understandable focus. To equal 
one billion dollars, a stack of new $1,000 
bills would have to be piled 100 feet 
higher than the Washington Monument! 

Clearly, some of this cost can be re- 
duced by continuing improvement of plant 
and facilities. An employee who comes 
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to work in good surroundings, who is 
able to leave his car in a well-lighted 
parking lot, who changes clothes in 
modern, neatly kept locker and wash- 
rooms, and who works in a clean, well- 
ordered plant—such an employee will 
subconsciously work in a neat and orderly 
manner. The result is not only better 
safety, but better quality and quantity of 
output. 

Available statistics show that two-thirds 
of all industrial injuries occur in busi- 
nesses with fewer than 100 workers. Here 
the accident frequency rate is more than 
double that of the larger companies, ac- 
cording to the National Safety Council. 
The irony of this situation lies in the fact 
that there is nothing in the operation of 
the small shops to make them more dan- 
gerous than large plants. 

What are the factors that will promote 
better safety in both large and small 
plants? It has been proved over many 
years of operation in our company that 
the most important is a top management 
which not only sincerely believes in safety 
but insists upon safety. This insistence 
must be a cornerstone of day-by-day 
operating policy. 

If safety is demanded at the top, and 
if it is considered importantly in a man’s 
performance record, there is nothing in 
the world that can stop it from being 
emphasized all the way down through 
the ranks to the newest employee. 

Other steps inevitably follow. Plant 
safety committees which include repre- 
sentatives of management as well as 
workers help to focus attention upon the 
problem, and it is further proof to em- 
ployees that the company means what it 
says when it asks them to work safely. 
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We have also found it helpful to rotate 
the membership of safety committees so 
as to enlist the interest of every worker. 

The goal should always be preventive 
safety rather than correction after an 
accident. Plants and machinery must be 
designed from the outset with a view to 
safe operation. Before a new plant or 
equipment is operated, and regularly 
thereafter, it should be carefully. inspected 
by a committee of the same people who 
will be responsible for the operation. 
Protective clothing and equipment should 
be mandatory wherever there is a po 
tential hazard. 


When it comes to off-the-job safety, 
let me cite the experience of the du Pont 
Company. In all of our plants and labora- 
tories last year, we had 11 times as many 
injuries to our people at home or at play 
as we had at work. Yet—and this is 
important—our employees were three 
times safer off the job than the national 
average. Safe habits at work instinctively 
lead to safe habits elsewhere. Thus, by 
its continued emphasis on safety, manage- 
ment can help reduce the needless cost and 
suffering caused by accidents—not only at 
the workplace, but in the community at 
large. 


—From an address by Emme F. pu Pont before the Greater New York Safety Council. 


Check Your Plant Housekeeping Practices 


DO THE PRACTICES in your plant encourage good housekeeping? 


Each question 


in the following list that you can answer in the affirmative adds to your plant's 


housekeeping rating. 


Do you have a continuous good housekeeping program in your plant? 
Do you keep your employees reminded about plant cleanliness, etc.? 

Do you have good housekeeping contests between departments? 

Are your aisles well marked and kept clear? 

Do you use mechanical sweepers to keep aisles and large areas clean? 


Are your floors kept in good repair? 


Do you make use of manual sweepers and vacuum cleaners to clean around 
machines and in hard-to-get-at places? 

Do you use modern cleaning compounds to clean effectively floors, windows, 
lighting fixtures, etc.? 

Do you have an adequate program for keeping windows and skylights clean? 

Are lighting fixtures kept clean and supplied with good lamps? 

Are all parts of the plant kept freshly painted? 

Do you use functional colors for indicating safety equipment, etc.? 

Do you use an ample supply of trash cans, and are they emptied regularly? 

Is your oil room clean and orderly? 

Are you making use of centralized lubrication wherever possible? 

Is your dust-collection equipment adequate for plant cleanliness? 

Is your scrap-handling method up-to-date and clean? 

Do you make good use of absorbent materials to clean up oily surfaces? 

Are your plant yards and between-building areas kept clean and well “groomed™’? 

Is the outside of your plant kept painted and in good repair? 

Do local communities consider your plant well kept? 

—Mill & Factory 1/54 


May, 1954 





Where Are the Hazards Greatest? 


ACCIDENT RATES vary greatly from one industry to another. Statistics collected in 
Great Britain on the six most dangerous industries show the following order of risks: 


Industry 
Tinplate 
Iron and steelfounding 
Brick making 


Iron and steel extraction and conversion 
Non-ferrous metal extraction and conversion 


Building 


Frequency Rate 
5.95 
3.33 
3.03 
273 
2.65 
2.32 


The safest industry is printing, with a frequency rate of 0.62. 
—Manufacturing and Management (Melbourne, Australia) 1/54 
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BETTER MAINTENANCE MATERIALS. By John B. 
Whitlock. Factory Management and Main- 
tenance (330 West 42 Street, New York 36, 
N. Y.), February, 1954. 50 cents. A re- 
search program aimed at (1) finding and 
eliminating the causes of material failures in 
equipment and (2) extending the life of 
equipment by using more durable materials is 
described here as a means of reducing down- 
time, maintenance costs, and lost-time accidents. 
An important facet of the program is labora- 
tory testing of products to compare perform- 
ances. 


PRODUCTION AND INVENTORY CONTROL BASED 
ON SALES FORECASTS. By A. T. Montgomery. 
Mill & Factory (205 East 42 Street, New York 
17, N. Y.), February, 1954. 50 cents. Two 
keys to successful production scheduling and 
inventory control in companies with small 
marginal inventories are a coded control date 
system, to show the length of time needed to 
complete a component or assembly, and a 
highly developed sales administration program, 
this article states. The article illustrates the 
basic forms for production planning and sched- 
uling and outlines four levels of inventory 
control. 


COST REDUCTION THROUGH ELECTRONIC PRO- 
DUCTION CONTROL. By R. G. Canning. Me- 
chanical Engineering (29 West 39 Street, 
New York 18, N. Y.), Vol. 75, No. 11. 75 
cents. A step-by-step account of how an elec- 
tronic data-handling machine can take over 
many clerical operations in production con- 
trol, using the example of a job shop which 
saved the work of 14 of the 29 employees 
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who had been engaged in production control 
before the machine was introduced. The article 
shows how an electronic system helps the pro- 
duction controller include more of the im- 
portant variables in his decision-making 
processes, foresee the consequences of several 
alternative decisions, and forestall production 
bottlenecks. 


TAKING THE SLACK OUT OF MAINTENANCE 
SCHEDULING. By John W. Sawyer. Mill & 
Factory (205 East 42 Street, New York 17, 
N. Y.), February, 1954. 50 cents. How an 
aviation plant uses a special Work Control 
Section in its maintenance department to plan 
and schedule work so that the plant can 
maintain a steady, uninterrupted flow of pro- 
duction. The system involves (1) planned 
preventive maintenance and inspection to min- 
imize breakdowns and “trouble calls and (2) 
rearrangement and construction of utilities and 
equipment to permit the best use of floor 
space and manpower. 


ENGINEERING EFFICIENCY IN BUSINESS ECONO- 
MY MEANS SWIFT RECOGNITION OF THE BROAD 
APPROACH. By George S. Odiorne and Mon- 
roe Berkowitz. Advanced Management (74 
Fifth Avenue, New York 11, N. Y.), Vol. 
XVIII, No. 12. $1.00. In-plant or in-service 
training is here recommended for counter- 
balancing the engineer's technical knowledge 
and approach with an understanding of prac- 
tical ate problems and principles. Ex- 
amples are cited to show how failure to take 
adequate human relations and economics 
courses in college later hampers the engineer 
in the research or design phases of industry. 
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AUTOMATIC SELLING: NEW DIMENSION FOR RETAIL SALES 


A wew pimension is making itself felt 
in retailing. That new dimension is auto- 
matic merchandising. Though automatic 
selling is still regarded in some circles 
more as a novelty than a serious and 
important forward step in retailing, some 
pertinent facts demonstrate what it is 
already accomplishing and point the way 
towards its future expansion. 


Twenty per cent of the candy bars con- 
sumed in this country are bought from 
machines; 17 per cent of the cigarets 
are bought from vendors; 25 per cent of 
the soft drinks are bought from machines; 
and automatic selling accounts for a 
steadily rising share of ice cream, milk, 
instant coffee, and fruit-juice sales. 


This year, some 2.8 million vending 
machines of all descriptions will dispense 
products with an aggregate retail value 
of $1.5 billion. In the last 10 years, the 
retail value of total annual vended sales 
has increased by 100 per cent. 


And yet, 1953’s total volume is less 
than 1 per cent of the total retail dollar 
volume, principally because automatic 
selling is still applied to only three basic 
products: tobacco, beverages, and con- 
fections. 


Why not use machines as a primary 
method of retailing? Why not expand 
the kind and variety of products sold 
through machines by seeking out addi- 
tional lines? 

Vending seems certain to expand in 
these two directions: First, it will take 
over more and more of the job of selling 
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“nuisance” or convenience items, thus 
freeing high-priced sales persons to con- 
centrate their attention on more profitable 
items which require personal suggestion 
and persuasion. Second, it will increase 
the sales volume of many items by making 
them available automatically, day and 
night, Sundays and holidays, without 
adding to overhead. 

Until recently, automatic selling was 
limited to items which were purchased for 
immediate use, usually for consumption 
on the premises. But the past five years 
witnessed the beginnings of vended sales 
for the “take home” market. Ice vending 
stations are so common today that many 
ice companies now speak in terms of dol- 
lars grossed rather than in the traditional 
terms of tons sold. The same machines 
which are successfully used to merchandise 
flaked ice, ice cubes, and blocks are now 
also used to sell packaged coal and fuel 
oil. 

The most publicized vending installa- 
tions for take-home sales are the milk 
vendors installed in 70 New York apart- 
ment buildings by City Milk Vending 
Service. The machines provide a poten- 
tial of 6,000 families with milk at 4 cents 
a quart less than the usual home-delivery 
price. 

Most vending machines thus far have 
been designed to do a specific job. They 
are not simply vending machines, but 
candy or cigaret or soft-drink vending 
machines, each drawn and built to sell a 
predetermined product in a_ standard 
package or container. Within the past two 
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years, the vending industry has given 
careful thought to equipment which could 
be used to sell a variety of merchandise 
in various shapes and sizes. 

Swedish and Danish manufacturers of 
vending machines have long constructed 
machines capable of handling varied- 
shaped items. It appears certain that U. S. 
vending specialists not only will borrow 
the idea of all-purpose merchandisers from 
the Europeans, but will likewise follow 
the European lead to make more and 
more machines accessible from the street. 

Cooperation between the product man- 
ufacturer, the vending machine manufac- 
turer, and the vending specialist is the 
key to a more rapid development of auto- 
matic selling. The manufacturers of vend- 
ing machines are experimenting with their 
own designs for future automatic mer- 
chandisers. The pace will quicken when 
product manufacturers and suppliers, 
whose merchandise seems to lend itself 
to automatic selling, make substantial in- 
vestments in research, design, and experi- 
ments to further automatic selling. 

There are few rules of thumb at this 
point for predetermining the kind of mer- 
chandise which can be successfully sold 
through machines. Retail selling price is, 
of course, a consideration, since vending 
machines are still limited to working with 
hard money. But the price range in coins 
has no limits. National Rejectors, Inc., 
which manufactures most of the coin 
mechanisms and slug detectors used in 


modern vending equipment, now has a 
remarkable new mechanism which accepts 
any combination of pennies, nickels, dimes 
and quarters in any amount up to $4.95. 
The mechanism visually records the 
amount deposited, permits the customer 
te change his mind, and returns change. 

In addition to price, the following fac- 
tors have some weight in any attempt to 
determine whether an item will sell suc- 
cessfully through machines: 

Brand acceptance. Nationally advertised 
merchandise, or merchandise with a strong 
local or regional following, is likely to 
sell well automatically. 


Package. It should be as close to 


standard size as possible within any given 
field. Now that frozen food packages 
have approached standardization, for ex- 
ample, they seem to offer an immediate 
opportunity for machine-selling experi- 
ments. 

Nuisance value. Any item, such as 


cigarets, with fast turnover and a rela- 
tively low unit profit, is a likely candi- 
date for the vending machine. 

Wide appeal. Those items most success- 
ful thus far in vending machines appeal 
to both men and women, some to children 
as well. 

In an age of shorter working hours, to 
become even shorter, and of high selling 
costs, going still higher, automatic selling 
offers a new dimension in retailing which 
will get more products to more people, 
efhciently and profitably. 


—G. R. Scuremer. Tide, Vol. 27, No. 27, p. 22:3. 





IT MUST ALWAYS be remembered that the retail package is, in itself, an advertise- 


ment—at the point of sale—and at the vital moment of decision. 


It must sell 


itself—in seconds—and without the help of store clerks. Adequate sell copy and/or 
illustrations should therefore be included on the face or main panel of the design. 
Beauty alone, particularly in mass market distribution, does not sell enough to 


justify its existence. 


—Legonarp A. WHEELER in Canadian Packaging 1/54 
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REDUCING YOUR EXPENSE-ACCOUNT HEADACHES 


Duninc tHE Perio of lush profits and 
high taxes we may be leaving behind, 
some companies fell into the congenial 
habit of picking up the tab for all sorts 
of expenses which would not ordinarily 
be allowed. Though no company wants 
to be niggardly or penny-pinching in con- 
nection with its salesmen’s expense ac- 
counts, the fact remains business has been 
indicted by public opinion for loose ex- 
pense-account practices. And it may be 
assumed that in view of the recent pub- 
licity given to “expense-account aristo- 
crats,” the tax examiners for the Treasury 
Department will be supercritical when 
they come upon expenses which do not 
obviously benefit the business. 

What can be done to bring incidental 
expenses under close control? The Dart- 
nell Organization recently checked a num- 


ber of leading business organizations to 
find out what they are doing about ex- 
pense account headaches. Here are a few 
suggestions emerging from this study: 


One large flooring manufacturer put 
the problem into the lap of each district 
manager by ordering him to reduce the 
travel and incidental expenses in his dis- 
trict 10 per cent. Though the order 
brought cries of anguish from the man- 
agers, the company figured there was 
enough “water” in the way salesmen were 
operating to allow 10 per cent to be 
squeezed out without undue hardship. It 
is working out just that way. 

Expense budgets have been established 
by another company for every salesman, 
with ceilings on incidentals, hotel rooms, 
meals, and Pullman accommodations. The 
flat allowance for incidentals, which in- 
cludes tips as well as entertainment, is 
$2 a day. To help salesmen operate with- 
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in the budget, this company has made 
arrangements with the hotels to bill the 
company direct—and at the lowest com- 
mercial rate—for room charges incurred 
by its salesmen. 


Several companies are gearing a sales- 
man’s expenses to his sales by establish- 
ing both a “sales par” and an “expense 
par.” If the salesman keeps his expenses 
under par and maintains a sales par, one- 
third of the savings is paid to him at the 
end of the year as a bonus. To stimu- 
late interest in the plan, expense accounts 
of all men are broken down and reviewed 
quarterly, and comparative standings are 
posted. This has proved quite effective. 

Many firms have discovered that one of 
the most fertile areas for reducing ex- 
penses is in the use of personally owned 
automobiles. Today there is a definite 
trend away from flat allowances for the 
use of personal cars on company business. 
In the case of executives, a sliding scale 
of mileage rates is becoming general, with 
the schedule printed on the back of the ex- 
pense form. In the case of a salesman’s 
car, the company buys the car and as- 
sumes such fixed expenses as insurance, 
licenses, etc. It then pays the salesman a 
flat rate (varying with the territory being 
covered) for the number of miles he 
drives each week on company business. 
The expense-account form used by one 
company provides for speedometer read- 
ings at the beginning and end of the 
weekly period, less the number of miles 
the car was driven for personal use. 
Others are experimenting with leasing 
cars instead of buying them. One sales 
manager claims annual savings up to 
$800 a salesman under this plan. 

Another scheme, reported to be work- 
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ing out well, is used by companies em- 
ploying salesmen who use their own cars 
but are paid on a commission basis. In 
one case, the men get a commission of 8 
per cent on sales and are allowed an 
additional 1 per cent on sales to cover the 
use of their cars and incidentals. The 
advantages of this plan are that it re- 
lieves the company of a lot of record- 
keeping, puts more pressure on the men 
for sales, and offers some tax benefits to 
the salesman. 

Club dues and memberships, in the case 
of executives, offer another area for sav- 
ings. The prevailing policy is to require 
the employee to pay the initiation fee to 
join a club where he hopes to “make some 
good contacts.” The executive or sales- 
man, as the case may be, then charges 
only actual entertainment of customers to 
the company. 

A few companies are tackling the prob- 
lem of controlling travel expenses by ex- 
panding the list of expenditures which 
will not be allowed and which, if re- 
ported by employees, will be charged back 
to them. The lists vary, but here are the 
items generally disallowed: 


11. 


12. 


13. 


Entertainment considered exces- 
sive or unnecessary. 

Tips above standard allowances. 
Personal charges, such as laundry 
and cleaning the first three days 
a salesman is on the road, or when 
in excess of a weekly allowance 
for such expenses. 

Meals when in home territory. 
Personal entertainment, 
magazines, beverages, etc. 
Pullman berth and hotel room for 
the same night. 


tobacco, 


Excessive taxi fares. 

Daytime travel by Pullman when 
coach trains are available. 

Failure to take 
round-trip rates. 


advantage of 


Automobile mileage in excess of 
standard allowance. 

Meals in excess of standard al- 
lowance. 

Transportation between office and 
home. 

Tips in excess of 12/2 per cent of 
meals and lodging. 


—J. C. AspLey. American Business, Vol. 23, No. 9, p. 10:4. 


Ode to Customers 


Our Customers are the most important persons in this business—in person, 


by mail, or by telephone. 


Our CustoMers are not dependent on us—we are dependent on them. 


Our Customers are not an interruption of our work—they are the purpose of 
it. We are not doing them a favor by serving them—they are doing us a favor 


by giving us the opportunity to do so. 


Our CusToMERSs are not outsiders to our business—they are a part of it. 

Our Customers are not cold statistics—they are flesh-and-blood humans with 
feelings and emotions like our own, and with biases and prejudices. 

Our CusToMERs are persons who bring us their wants. It is our job to handle 
them profitably—profitably to both the customer and ourselves. 

That is what customers are—in our business or in any business. Some people 
seem to have forgotten a few of these basic truths in recent years, but it is high 
time to be remembering them again. Tomorrow may be too late. 


—Pavut TALsor 
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ORGANIZING FOR PACKAGING 


Pacxacine today is a company-wide 
responsibility. Package planning begins 
with the product-development depart- 
ment and the conception of the package 
for a new product. Next, sales and ad- 
vertising departments must determine 
the type of package that will meet con- 
sumer preferences. Research experts are 
needed to determine suitable perform- 
ance of package materials. A package 
engineer must draw up technical speci- 
fications and determine the mechanical 
equipment necessary for producing the 
package. The purchasing department 
must procure materials and equipment; 
the facilities of the production depart- 
ment are needed to fill and close the 
packages. Quality control must see to it 
that each package measures up to speci- 
fications. In many cases, the services of 
a legal department are needed to insure 
compliance with regulations and to as- 
sure protection of designs. 

Since the various phases of packaging 
concern so many departments, it is prac- 
tically essential to coordinate these many 
interrelated activities through some form 
of centralized authority. In many firms, 
this authority is vested in a permanent 
packaging committee composed of repre- 
sentatives from each of the departments. 
In others, the packaging activity is placed 
under the direction of a specially ap- 
pointed manager or director of packag- 
ing, responsible to top management, who 
coordinates all packaging problems and 
activities. 

Whether a new package is first con- 
ceived in the sales, merchandising, or 
product development department, subse- 
quent planning is likely to involve the 
package engineer, materials research, 
purchasing, and production. Moreover, 
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acceptance of the plans is only the be- 
ginning of the packaging cycle. After 
that must come the coordinated efforts, 
through the packaging committee or di- 
rector of packaging, to assure proper 
scheduling of finished packages by see- 
ing that specifications are adequately 
prepared, that all supplies are delivered 
on time, that equipment is properly 
scheduled, and that it will operate efh- 
ciently. 

The increase in the number of packag- 
ing materials, as well as the need for 
greater mechanization, has made many 
firms appreciate more fully the need for 
over-all coordinated packaging proce- 
dures. Moreover, with well-organized 
packaging procedures there are fewer dis- 
appointments because of packages that fail 
to meet production requirements or are 
out of line because of material and pro- 
duction costs. 


Coordinated packaging procedures 
through some central authority—no mat- 
ter what it is called in individual com- 
panies—permits complete specifications to 
be drawn up for every package, so 


that all departments know what is 
required. Purchasing agents can give 
these written specifications to sup- 
pliers so that mistakes in ordering can 
be prevented. The writing of complete 
specifications—one of the greatest con- 
tributions to improved packaging opera- 
tions during recent years—is possible only 
when all divisions responsible for the 
many aspects of packaging work together 
as a team. 

The more diversified a company’s prod- 
ucts are, the more complicated are its 
packaging problems. It is not uncom- 
mon in large firms to find specialists in 
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just one phase of packaging. In some 
firms, packaging operations are so ex- 
tensive and diversified that each product 
division or plant may have its own pack- 
aging set-up. At Eastman Kodak Co., 
for example, each product division han- 
dles the physical aspects of its own pack- 
aging problems, with a central package 
design department and a package engineer- 
ing department to assist in development 
and make recommendations. 

Of increasing importance in packaging 
organization is package engineering. Much 
of this work involves study in new con- 
tainers or the development of mechanical 
devices to achieve more efficient produc- 
tion. Where package engineering has 
been set up as a distinct division of the 
engineering department, there have been 
almost unanimous reports of savings that 
help to reduce operating costs. 

In a well-organized packaging set-up, 
the package engineer can take part in 
package planning from the inception of 


a mew package or package change. His 


development work may go on simulta- 
neously with other phases of the planning, 
thereby avoiding delays and disappoint- 
ments that might otherwise be caused 
by mechanical difficulties. He can set 
up pilot operations and carry on con- 
tinual research to meet future package 
problems. 

Another activity which has become 
vitally important is package research. Few 
progressive firms today are without com- 
plete laboratory facilities for testing pack- 
aging materials and the performance of 
finished packages under all conditions of 
climate and handling. 

Every firm, of course, must organize 
packaging procedures in accordance with 
its own needs and requirements. The 
essential to remember is that packaging 
is never a function of one department, 
but an over-all company activity. Each 
individual or division participating must 
give fullest cooperation if the packaging 
operation is to run smoothly and with 
the greatest economy. 


—Modern Packaging Encyclopedia, 1954, p. 40:2. 


The Economic Outlook—As Consumers See It 


PRESENT CONSUMER opinion regarding the economic outlook is somewhat divided: 
Though the majority of consumers feel that economic prospects for the country in 
1954 are generally good, a sizable number feel that the outlook is unfavorable. As 
for prices, consumers generally expect them to remain stable or to decline during 
the year. These are two of the preliminary findings emerging from the Ninth 
Annual Survey of Consumer Finances, conducted early in 1954 by the Federal 
Reserve System in cooperation with the Survey Research Center of the University 
of Michigan. Over-all, the findings of the survey—which consisted of more than 
2,800 interviews with a representative sample of the consumer population—leave 
the impression that consumers are somewhat less confident about their personal 
financial prospects than they were a year ago. 

Reflecting the economic climate early in the year as well as their own financial 
positions, consumers less frequently reported plans to purchase new houses, cars, 
and other durable goods than a year ago. Plans of non-farm consumers to make 
expenditures for home improvements and maintenance appeared to be a little more 
numerous than last year, but the average amount of planned expenditure was a 
little smaller. 


About two-fifths of the non-farm consumers reported receiving more income than 
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last year, while about one-fourth reported receiving less. In evaluating their current 
financial positions, a slightly larger percentage of consumers felt worse off and a 
slightly smaller percentage felt better off than in earlier Survey years. 


Consumer attitudes as to whether it was a good or a bad time to buy durable 
goods showed little change from a year ago. There appeared to be some tendency, 
however, for consumers to time their plans to buy more heavily in the latter part 
of the year than was the case a year ago. This tendency may indicate that consumer 
buying interest will be more active later in the year, or it may indicate that con- 
sumer plans are more tentative than in other recent years. 

While there has been no over-all change in the proportions of consumers who 
thought that it was a good or bad time to make major durable goods purchases, 
reasons expressed for consumers’ views on this question have changed considerably. 
The most frequent reasons given this year for believing this is a good time to buy 
are that prices are lower, stable, or “not too high.” A year earlier, the reason most 
frequently given was good incomes. 

—Federai Reserve Bulletin 3/54 


Product Picketing Found Illegal 


SOME UNIONS think that a good way to put pressure on a struck employer is to 
enlist the aid of the public. They may, far example, set up picket lines at retail 
stores, urging customers not to buy the company’s product. If your firm is hit by 
tactics of this sort, you may have grounds for complaining to the National Labor 
Relations Board. Picketing aimed at consumers is illegal, the Board says, if em- 
ployees of companies not involved in the dispute refuse to cross the picket lines. 

Here’s how one union got in trouble: In the course of a dispute with a soft- 
drink bottling company, it picketed retail stores with signs asking “friends” not 
to buy the soft drink. These signs, the union told the strikers, were an appeal to 
the public and weren't to be used to stop deliveries to the stores. Nevertheless, the 
men walked up and down in front of entrances which were used in common by 
employees, delivery men, and the public. On at least one occasion, the picketing 
prevented a driver from making a delivery, and a number of other drivers delayed 
or failed to make deliveries until they had checked with their employer or the union. 

The union's explanation of the purpose of picketing didn’t hold water, accord- 
ing to the NLRB. Clearly it was intended to sever the business relationship between 
the soft-drink company and its customers and between those customers and their 
suppliers; and, since neither the retail stores nor their suppliers were parties to 
the union's dispute with the soft-drink firm, the picketing amounted to an illegal 
secondary boycott. 


—Labor Policy and Practice Bulletin to Management (No. 200), 
Bureau of National Affairs, Inc. 





PUTTING IN THE PLUG: Goodyear Rubber Co. isn’t shy about getting its em- 
ployees to talk up company products. In a message to workers the company put 
it on the line: 


“Word-of-mouth advertising is extremely good advertising. Advertising means 
sales, sales mean jobs, jobs mean wages. The aims of a company and its workers 
are exactly the same. The company’s interests are your interests. Your interests 
are the company’s interests. When you see an opportunity to put in a plug, go 
ahead. It’s never wasted.” 

—Employee Relations Bulletin (National Foremen’s Institute, Inc.) 1/20/54 
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Some Strong Props for the Economy 


A GREAT DEAL of the vitality of current business comes from the growing 
American family. By the end of this year the country should have more than 47 
million households, totaling 163.5 million people. About 28 per cent will be 
children under 14. 

Another gain in national strength has been a rise in the life span, with an 
average higher by 21 years than it was in 1900, and now close to age 69. The 
group comprising those aged 65 and older, many of whom are retired and living 
on pension funds, social security and insurance, is constantly expanding. 

With a total rise of 20 million in the past decade, the population has been 
increasing at the average rate of 2.7 million a year, and 1954 should see an 
addition of 4 million babies. 

This growing population is anything but static in habits. Vast numbers of 
families are moving from rural and small town areas to cities, especially in the 
West and South, and hundreds of thousands of households continue to swarm 
into suburbs—which grew 35 per cent in the 10 years that ended with 1950. 

—Biddle Survey (Biddle Purchasing Company) 1/5/54 
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MERCHANT PRINCES. By Robert M. Bleiberg. 
Barron's (40 New Street, New York 4, 
N. Y.), March 8, 1954. 35 cents. Depart- 
ment stores are regaining their share in the 
market (which began to dwindle after the 
war) by adopting more vigorous retailing 
methods, installing modern features to make 
the downtown store more attractive, and ex- 
panding to the suburbs. These efforts will be 
further strengthened by the public's diminish- 
ing interest in buying appliances, which will 
release income for other types of purchases 
customarily made in department stores. 


HOW TO GIVE YOUR NEW PRODUCT A REAL 
CHANCE TO SUCCEED. By Etna M. Kelley. 
Sales Management (386 Fourth Avenue, New 
York 16, N. Y.), March 1, 1954. 50 cents. 
Summarizes the views expressed by specialists 
at a New York new-products seminar on such 
subjects as pricing, research, packaging, and 
timing. Manufacturers could save many head- 
aches in the introduction of new products if 
they consulted with department store buyers 
in advance, the article states. 


DOWNTOWN DILEMMA. By John P. Alevizos 
and Allen E. Beckwith. Harvard Business Re- 
view (Soldiers Field, Boston 63, Mass.), Jan- 
uary-February, 1954. $2.00. Reports on a 
large survey conducted among Boston shoppers 
showing that the downtown store can still 
compete with neighborhood centers—and draw 
customers from the suburbs and outlying com- 
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munities—for large purchases such as fine 
jewelry, furniture, and the more expensive 
types of apparel. Discussing the techniques 
which would be most effective in promoting 
three major categories of merchandise, the 
article stresses the advantages to the down- 
town store of direct mail and phone selling 
and special efforts to cope with public trans- 
portation problems which affect retail sales. 


RETAIL SALES COURSE BY MAIL. By James K. 
Blake. Dun’s Review and Modern Industry 
(99 Church Street, New York 8, N. Y.), 
March, 1954. 75 cents. The advantages of 
training salesmen to sell your product by 
mailing them courses to study at home are 
described here, with tips on promotion of the 
course, its design and subject matter, and 
follow-up material. A sample, 10-lesson course 
is presented in outline. 


THE CHECK-OUT DRUG STORE. Modern Packag- 
ing (575 Madison Avenue, New York 22, 
N. Y.), February, 1954. 75 cents. The mod- 
ern drugstore has become a hybrid general 
store, resembling the department-store bargain 
basement in layout, the hardware store in 
merchandise, and the Piggly Wiggly in selling 
methods, this article reports. Emphasis in 
such drug concerns as the Walgreen Company 
is upon packaging for self-service, the article 
states, because experience has shown that a 
design which sells well in self-service outlets 
also lends itself well to clerk-selling operations. 
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THE STOCKHOLDERS’ SLICE: WILL IT GET BIGGER? 


Ow a Nationa Basis, American bus- 
iness policy since 1929 comes close to put- 
ting dividend payments to stockholders in 
the class of a fixed charge. In the past 
25 years total corporate dividends have 
moved within a comparatively narrow 
range—starting at about $5 billion in 
1929 before the slide of the early 1930's, 
and then ending in 1953 at a $9-billion 
level. This quarter-century movement has 
gone its way through depression, war, 
high taxes, special corporate taxation, and 
a superboom that has sent corporate pro- 
fits to peaks never before attained. 

Regardless of what individual business 
men say of their own companies or as- 
sume to be the rule, the fluctuations in 
profits of all corporations apparently have 
had relatively little to do with manage- 
ment decisions on how much of the bus- 
iness pie stockholders get. As a per cent 
of profits, either before or after taxes, the 
dividend payout has actually slipped 
badly. Since 1939, in fact, the stockhold- 
ers as a body probably have never felt 
they've received a fair cut. 

Traditionally, the dividend rule of 
thumb used to be 60 per cent of earnings. 
It has been years since anything like that 
rate has been generally maintained. In 
fact, since 1929 management hasn't been 
able to treat dividends as anything much 
more than a cost of doing business. That 
means it has paid out just as little as pos- 
sible to keep stockholders happy and the 
market value of the shares high enough 
to allow new financing. 
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Dividends, instead of following profits, 
have tended to follow interest rates. Right 
after the 1929 crash, when interest rates 
were high, management continued to pay 
dividends though profits were low or nil— 
putting dividend cost at its peak in rela- 
tion to earnings. Then, in the cheap 
money period of the war and postwar era, 
dividends were held down while profits 
rose. 

There’s been good reason for this 
policy. After the depression, the U. S. 
manufacturing plant needed all sorts of 
expenditures to get it back into shape. So 
during the war the era of paucity came 
for the stockholder. Dividends went up, 
of course, but not nearly so much as 
profits. 

Ordinarily, the postwar period might 
have brought a return to more normal 
dividend policies. But the boom with its 
unprecedented demands for capital kept 
dividends at a low level. In 1939, they 
were 80 per cent of earnings after taxes, 
according to Commerce Department fig- 
ures. In 1947, they were only 30 per cent. 
By last year they had struggled back to 47 
per cent, still far short of the old 60 per 
cent rule of thumb. 

Now, however, there are enough new 
developments to indicate that the policies 
that have dictated dividend payout might 
be due for a change. 

There’s been a minor trend, for ex- 
ample, to increase dividends since the 
Korean War. In March, the Commerce 
Department reported that total dividends 





for the past six months had risen 5Y2 per 
cent over the figures a year before. 

In addition, some business men believe 
the time has come for a review of what 
happens to the money they earn for share- 


holders. 


There are signs, too, that the saving- 
for-a-rainy day attitude is largely dissi- 
pated by the business man’s general feel- 
ing that never again shall we have a storm 
to match 1929-1939 proportions. Instead 
of considering every good earnings year 
as a windfall, executives are more inclined 
to look on prosperity as normal. 


For many companies, the postwar ex- 
pansion boom for the time being has 
peaked out. With that, retaining earnings 
for reinvestment in the business becomes 
less imperative. 


Still high for corporations, taxes are 
less burdensome than in the recent past 
and management can, to some degree, 


count on an Administration that won't 
make them punitive. For the stockholder, 
an easing of taxes on dividends is possible. 
If that goes through, it will give stock- 


holders a powerful incentive to demand 
the largest possible payout. 

Depreciation rules will probably be 
liberalized, too. That also means man- 
agement will be able to keep more money 
in the business. 


Meanwhile, Wall Street is attempting 
to get little people interested in becom- 
ing capitalists by owning stock. If man- 
agement gives this campaign serious—not 
merely lip-service—support, then it may 
find itself forced to boost dividends on 
common stocks in order to attract the 
type of investor who looks for dividends 
rather than capital gains. 

Some observers have their doubts that 
management will ever get back to a 60 
per cent norm for dividend payout. They 
see the present economy as so competitive 
from an equipment and modernization 
point of view that a higher percentage of 
retained earnings will be necessary year in 
and year out. Still, management is un- 
deniably becoming increasingly  stock- 
holder-minded and in a dollars-and-cents 
sort of way. 


—Business Week, April 3, 1954, p. 108:4. 


Amateur Capitalists Turn “Pro” 


MANY EMPLOYEES at Brush Electronics Company, Cleveland, are no longer satisfied 
with their “amateur” standing as capitalists. They want to turn pro. At least, 
they want to know a lot more than they do about the operations of the investment 
markets and money management. 


Last fall, Brush arranged with a firm of investment brokers to put on a six- 
session (nine-hour) course in investment procedures. The course, which covered 
the various classes of securities, mechanics of the investment market, mutual funds, 
personal investment planning, etc., was free. 

Sessions run from 4:30 to 6:00, so only the first 15 minutes are company time. 
Arrangements were made to handle 50 people in the class, and the announcement 
was sent out. Then the roof fell in: 150 signed up. Perhaps as important as the 
number was the fact that those who participated were a pretty good cross-section 
of both the hourly-paid and management groups. 


—Factory Management and Maintenance 2/54 
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YOU CAN GET DIVIDENDS FROM YOUR STOCKHOLDERS! 


As STOCK DIVIDENDS, stock split-ups, and 
re-financing keep swelling the ranks 
of stockholders, more and more com- 
panies are beginning to realize that it is 
good strategy to make friends with their 
new owners. They have discovered that 
the stockholder can help his company by 
becoming a regular repeat purchaser of 
the product or products; by enthusiastic- 
ally recommending the product to friends, 
relatives, and neighbors (the average per- 
son thoroughly sold on a product or idea 
influences at least 20 other persons); by 
being part of a consumer panel to test 
new products or give user-opinions on 
current products; by helping the company 
do a selective sampling job through send- 
ing in names and addresses of logical pro- 
spective users; by getting local stores to 
stock the product; and by persuading 
these stores to give the product extra 
trade support (window or in-store dis- 
play, better shelf position, etc.). 

How are companies wooing their stock- 
holders? Here are a few typical examples: 

The United Fruit Co. produced a new 
and more attractive “Chiquita Banana” 
recipe book and sent a copy to each stock- 
holder. Enclosed with the annual re- 
port was an offer to send additional 
recipe books to friends of the stockholders. 
A letter shop had to be retained to han- 
dle the overwhelming response. Stock- 
holders requested copies for friends, neigh- 
bors, and relatives. Bulk orders came in 


from stockholders for their employees and 
retail stores. 

Instead of merely fulfilling the re- 
quests, United Fruit went the extra mile 
in good stockholder relations. Each re- 
quest was acknowledged in a personal 
letter of thanks. 

Johnson & Johnson, realizing how sales 
can be helped by turning stockholders 
into users, sends samples of new products 
to all owners of its stock. 

The Minnesota Mining & Manufactur- 
ing Co. also recognizes the value of sam- 
pling stockholders. When an investor first 
buys stock, he receives a sample kit, to- 
gether with a letter of welcome. The wel- 
come letter makes the new investor feel 
closer to the company, and this feeling of- 
ten influences him to keep the stock 
longer. The letter of welcome should be 
used by companies even if they don’t send 
out samples at that time. 

Gerber Baby Foods Co. has a success- 
ful stockholder promotion that it repeats 
at regular intervals. A dividend enclosure 
offers the investor an opportunity to send 
a new mother an assortment of Gerber 
products at a special price. Acceptance 
is made easy by attaching to the offer a 
handy order-blank card. 

A leading radio and TV manufacturer 
puts all its stockholders on the mailing 
list to receive its company magazine 
which its dealers send to set owners and 
prospects. This is an ideal way to stimu- 
late sales of its appliances to shareholders. 


—WILLARD A. PLEUTHNER. Printers’ Ink, February 19, 1954, p. 70:3. 





CORPORATIONS raised more money through the sale of common stock in 1952 than 
in any year since the great boom of the 1920's. However, during the same year 
they obtained five times as much money through bond financing as they did through 
the sale of common stock, according to Securities and Exchange Commission figures. 


May, 1954 


—Journal of Commerce 





EMPLOYEE STOCKHOLDERS: THEIR NUMBERS GROW 


Exptovee STOCK’-PURCHASE PLANS have 
been growing in popularity as more and 
more companies recognize the advantages 
of workers’ owning a stake in the enter- 
prises which pay their wages. It has al- 
ways been possible, of course, for an em- 
ployee to buy shares in the company for 
which he works (provided it is publicly 
owned), but up until recently the practice 
has not been widespread, owing probably 
to inertia and lack of knowledge as to 
how to go about it. 


To stimulate employee-ownership, a 
growing number of companies have set up 
stock purchase plans through voluntary 
periodic payroll deductions, making it 
relatively simple for the employee to ac- 
cumulate shares. 

Some of the larger companies, such as 
American Telephone & Telegraph and 
General Electric, are able to offer a con- 
tinuing plan whereby the employee may 
accumulate a nest egg of shares over a 
period of years. Other companies only 
occasionally distribute blocks of shares 
through employee payroll deductions. 
Eastern Air Lines, for example, has com- 
pleted three such programs, but with the 
distribution of 84,000 shares of capital 
stock late in 1952, the company was able 
to report an amazingly high percentage 
of employee ownership. Approximately 
60 per cent of the more than 9,000 men 
and women employed, it was announced, 
“now own and control substantially more 
than 20 per cent of the company and 
constitute the largest single owner of 
Eastern Air Lines.” 


Special inducements are offered to get 
employees to buy. In setting aside 400,- 
000 shares for employees, Aluminium 
Ltd. set a price at not less than 85 per 
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cent of the last sale price on the day pre- 
ceding the date of offering. Air Reduc- 
tion contributes one share for each five 
purchased by its employees. Westing- 
house Electric offered 200,000 shares last 
year through payroll deductions, at $6 
per share less than the average market 
price for the first 20 days of October. 
Its continuing plan specifies that eligible 
employees may elect to buy stock during 
the first 20 days of April and October in 
each year. Should an employee elect to 
buy at a date prior to April, then the 
average market price for the first 20 
days of that month applies and the em- 
ployee again gets the shares for $6 less. 

General Electric has a unique policy 
under which it encourages thrift and pro- 
vides a motive for purchasing U. S. sav- 
ings bonds. Employees saving under the 
plan buy bonds through payroll deduc- 
tions (maximum weekly, $10.00; monthly, 
$43.75), and receive a 15-per-cent bonus 
in General Electric common stock if they 
leave their bonds on deposit for a five-year 
period. Those who began buying under 
the plan when it went into effect in 1948 
have been credited with one-half share of 
GE common which, after the three-for- 
one split is agreed to by stockholders, will 
amount to one and one-half shares and 
will be delivered on that basis. The share 
bonus is figured on the basis of the year- 
end market price for GE stock. At the 
end of 1953, GE totted up 102,078 par- 
ticipants, with bonds costing some $99.6 
million on deposit. 

The New York Stock Exchange en- 
courages the adoption of employee stock 
purchase plans by summarizing in booklet 
form descriptions of several such pro- 
grams and the arrangements for issuance 
of stock to employees, officers, or directors 
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as described in listing applications to 
the Exchange. The first such booklet was 
prepared about four years ago, and a 
somewhat larger publication was issued 
last July 30*. 


* Stock Ownership Plans for Employees. New 
York Stock Exchange, 11 Wall Street, New 
York 5, N. Y. 85 pages. One to five copies 
gratis. 


Aside from the obvious advantage of 
company stock-purchase plans to the em- 
ployee, there are broader advantages both 
to the company and to the economy as a 
whole. Any policy which promotes a 
better understanding of how the capitalis- 
tic system works should help to create 
more harmonious relations between capi- 


tal and labor. 


—Financial World, April 7, 1954, p. 14:2. 
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IS THE STOCK MARKET OBSOLETE? Fortune (9 
Rockefeller Plaza, New York 20, z.), 
February, 1954. $1.25. Despite the fact that 
stock-market “averages” have risen only slight- 
ly and three out of four listed securities have 
dropped in price while business in general has 
been booming, the market for equities has 
shown little sign of withering away, this ar- 
ticle notes. Like any other business, however, 
the stock market will have to make its bid 
for more business on the basis of the service 
it renders—which means it will have to mod- 
ernize its organization, technology, and mer- 
chandizing methods. 


INSTALLMENT BUYING—WHERE IS IT LEADING 
US? Challenge Magazine (32 Broadway, New 
York 4, N. Y. ), Vol. II, No. 3. 20 cents. 
Examines the question of whether consumer 
credit should be allowed to continue in its pres- 
ent downward trend or should be stimulated 
to regain or exceed its former rate of increase. 
Outlining the differing opinions of lending 
institutions and sellers on credit expansion and 
contraction, it points out the necessity of 
reconciling these views in the interest of a 
healthy economy. 


PENSION AND PROFIT-SHARING TRUST INVEST- 
MENTS UNDER THE INCOME TAX LAW. By 
Isidore Goodman. Taxes (Commerce Clearing 
House, 214 North Michigan Avenue, Chicago 
1, Ill.), March, 1954. 60 cents. In order to 
claim exemption under the income tax laws, 
a trust fund must be operated solely as part 
of a plan for the exclusive benefit of em- 
ployees, and any investments in stocks or 
securities of the employer must be fully dis- 
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closed, this articles states. It describes how 
analysis of the fund's investments and financial 
position is carried out by the Internal Revenue 
Service and a final ruling made on whether 
the plan shall be tax-exempt. 


INCENTIVES FOR EXECUTIVES OF SMALL COR- 
PORATIONS. By Leon L. Rice, Jr. Taxes 
(Commerce Clearing House, 214 North Michi- 
gan Avenue, Chicago 1, Ill.), March, 1954. 
60 cents. Cautioning that no incentive plan 
for executives should be undertaken without 
careful consideration of the federal income 
tax laws and court decisions, this article de- 
scribes the regulations as they affect qualified 
employee benefit plans, deferred-compensation 
contracts, and stock purchases and stock op- 
tion arrangements. It predicts that—contrary 
to the expectations of some tax experts—the 
Treasury Department will not oppose deferred 
compensation arrangements. 


ADMINISTRATIVE SYSTEMS WORK AND INTERNAL 
AUDITING—A CO-ORDINATED SERVICE? By 
J. J. Macdonnell. The Internal Auditor (120 
Wall Street, New York 5, N. Y.), Vol. 10, 
No. 4. $1.00. Calls attention to the benefits 
which can be derived if imaginary barriers 
between internal auditing and internal sys- 
tems work are removed. Outlines the means 
at the disposal of internal auditors to develop 
this function, some commonly employed tech- 
niques, and some areas in which studies might 
profitably be undertaken. The chief internal 
auditor and his senior assistants should devote 
at least 25 per cent, if not more, of their time 
to systems analysis, the author states. 
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“MODERNIZING” UNEMPLOYMENT INSURANCE 


Two proposats for “modernizing” un- 
employment insurance were contained in 
the President’s economic report to Con- 
gress: (1) raising maximum benefits to 
the point where “the great majority” of 
claimants will draw at least half of their 
regular wages; (2) increasing maximum 
duration of benefits to 26 weeks in all 
states now below that figure, and making 
benefits available for that period to all 
workers with a specified amount of cov- 
ered employment or earnings. 

A resolution approved by a majority 
of the Bureau's Federal Advisory Council 
subsequent to the President's report, and 
transmitted by the Secretary of Labor to 
the states, recommends raising maximum 
benefits to equal 60 to 67 per cent of 
average weekly earnings. 

None of the nine employer members on 
the Council voted for this recommenda- 
tion, however. The employer members 
think the Council has no business med- 
dling in these matters, which should be 
left, they believe, entirely to the individ- 
ual states. Furthermore, they term mis- 
leading certain figures which the Council 
used to support its recommendation. The 
figures in question purported to show that 
the proposed increases in benefits would 
simply bring payments up to the 1939 
level in terms of percentage of wage re- 
covery. 

According to one employer member, 
comparisons between average benefit levels 
and average gross wages are misleading 
for the following reasons: (1) the com- 
parison is between benefits paid claim- 
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ants and gross wages paid all people who 
are working, rather than wages the 
claimants earn while working; (2) gross 
average wages include overtime, which re- 
sults in inflating gross wages for 1952 and 
1953 and in reducing them for 1939, 
when the average workweek was less than 
40 hours; (3) because benefit payments 
are tax-free they should be compared with 
take-home pay after taxes, not with gross 
wages before withholding. 

Mississippi, whose maximum benefit of 
$30 equals 62.7 per cent of wages, is the 
only state now meeting the standard rec- 
ommended by the BES. On the basis of 
maximum benefits alone, New Hampshire 
and North Carolina are the other states 
whose current wage recovery exceeds 50 
per cent. Twenty-nine states have ratios 
ranging between 40 and 49 per cent. And 
in 19 more the proportion is from 20 to 
39 per cent. 

With only 14 legislatures meeting this 
year, prospects for increasing benefits in 
most states are pretty dim. If the states 
which are holding legislative sessions 
should raise their percentage of wage re- 
covery to 60, the smallest increase in 
benefits which would be required (exclud- 
ing Mississippi) is $7 a week; the largest, 
$23. To reach a 67 per cent level, the 
corresponding amounts would be $11 and 
$29, respectively. 

In the Southern states, where wages are 
generally below the national average, 
maximum benefits would have to run be- 
tween $30 and $40 a week in order to 
reach the 60-per cent ratio. In major in- 
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dustrial states like California, Illinois, 
Michigan, New York, Ohio, and Pennsyl- 
vania, on the other hand, the maximum 
would have to be between $40 and $50 
per week. 


Another factor covered by the Presi- 
dent’s message is the rate at which bene- 
fits are exhausted in periods of high un- 
employment. Almost two million persons 
used up their benefits during the 1949- 
1950 recession, the report points out, most 
of them in less than four and one-half 


tion in a severe slump, the President in- 
dicates, but it should be adequate for 
most claimants. 


The degree to which an extension of 
duration tends to protect benefit reserves 
is indicated by the BES data for 1949 
and 1950. For the 13 states whose maxi- 
mum duration was 26 weeks at that time, 
the proportion of claimants exhausting 
their benefits was typically abuot 30 per 
cent. In the eight states with maximum 
duration of fewer than 20 weeks, on the 


months. Extension of maximum duration contrary, the percentage of exhaustion 
to six months wouldn't prevent exhaus- generally was more than 40 per cent. 
—Labor Policy and Practice (Bureau of National Affairs, Inc.), March 26, 1954, p. 3:4. 


“Acid Test’’ of a Pension Plan 


OVER 96 per cent of existing pension plans were established during the 13-year 
boom period since 1941. Such plans face their first real test during periods of 
readjustment or recession. These points were brought out by Meyer M. Goldstein, 
pension planning expert, in an address before the Life and Trust Council of Miami. 


“The first test will be as to the employer's ability to pay the contributions,” Mr. 
Goldstein asserted. “If the plan is properly designed, it will permit the employer's 
contributions to be reduced or suspended in bad years without necessarily disturb 
ing the actuarial or tax soundness of the plan or the benefits due any retired 
employee. 

“Another test will be whether the pension benefits are adequate, facilitating 
orderly retirements. When the labor force is being reduced, the most natural 
group to go are the superannuated employees who had been kept on by the com- 
pany during an earlier boom period. But this tests the adequacy of the pensions, 
because most employees resist being forced to retire on a pension equal to 50 per 
cent or less. Also, companies will desire to encourage retirement of all other 
employees who will reach the normal retirement age currently—with the support 
of some unions, who want to spread the lessened work among younger employees. 

“Another test of pension plans will be whether they provide early and reason- 
able pensions for early retirement of ‘washed-out’ employees at any time after age 
55. This is especially necessary to keep an organization efficient during periods 
of intense competition, when only the low-cost producers can survive. 

“Generally, where necessary, existing plans can be amended to meet the tests— 
without necessarily increasing the current outlay of the employer—during periods 
of declining profits.” 





FIRE damaged or destroyed an estimated $903,400,000 worth of property in the 
United States in 1953, according to the National Board of Fire Underwriters. This 
is 15.1 per cent higher than during 1952, when the loss totalled $784,953,000. 
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Our Extended Lease on Life 


SIXTY-FOUR out of each 100 boy babies born this year in the United States can 
expect to live at least to celebrate their 65th birthday, according to Metropolitan 
Life statisticians. In 1900 the like proportion was less than 40 in 100. 

For girl babies the chances to survive to the threshold of old age are even greater. 
Currently 77 of each 100 newborn girls can expect to reach age 65, as contrasted 
with only 44 back in 1900. 

Men who are 20 years old, the statisticians note, now have two chances in three 
of living to age 65, and those who are 40 have seven chances in ten of reaching that 
age. 

Most persons who reach age 65, it is pointed out, can expect to live for a 
considerable number of additional years. On the basis of the current mortality 
experience, more than one-half of the men who attain that age will survive another 
12 years, and one-fifth for 20 years. Similarly, one-half of the women who reach 
age 65 will live to age 80, and about one-fifth will survive to celebrate their 88th 
birthday. 

—Insurance Advocate 1/23/54 


Pensions and Paychecks, Too! 


AN EMPLOYEE LEFT his job when he started drawing his pension at Grumman 
Aircraft Engineering Corporation a few weeks ago. At Grumman this was rather 
an unusual event—because the company’s pension plan contains an uncommon, 
probably unique, provision: If the employee and the company consent, he can 
stay on and draw his pay, plus his pension. 

Another highly original feature of the plan is that it is quite possible some 
present employees will eventually draw pensions higher than their salaries or 
wages. For membership since 1948, credits are 214 per cent of annual base com- 
pensation up to $3,000 and 3 per cent of base compensation above that amount. 

The company pays the entire cost of the plan. 

—Personnel Executives’ Newsletter (Deutsch & Shea, Inc.) 2/27/54 


Five Rules for Preventing Industrial Fires 


EVERY MAJOR FIRE in the industrial history of the United States could have been 
avoided if five fundamental rules had been followed, according to W. K. Ousley, 
vice president of the Boston Manufacturers Mutual Fire Insurance Co. 

Speaking at the Society of Automotive Engineers’ annual convention in 
Detroit, Mr. Ousley listed the rules as follows: 

1. Use safe construction. This means that fire resistant material should be 
used and fire areas limited to 100,000 square feet. 

2. Install a complete automatic sprinkler system. 

3. Provide ample water supply. 

4. Organize, educate and drill employees in fire prevention and _ protection. 
This training should include building evacuation and fire fighting. 


5. Induce management to take an active part in making the entire organization 
fire-safety-conscious. 

Any plant engineer, Mr. Ousley said, can apply these rules to his own opera- 
tions “and practically guarantee that fires of catastrophic proportions will not 
occur.” 
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A COMPANY GUIDE TO SOUND GROUP INSURANCE 


Benefit programs now cost United States companies an average of 37 cents 
an hour—$670 a year—for each employee covered. In total, this means a 
substantial investment—a large share of it attributable to group life insurance 
and hospital-surgical-medical coverage. Management has a right to expect, 
in return, the most complete protection obtainable through sound underwrit- 
ing—and, as a dividend, the goodwill of employees and their families. To 
this end, AMA devoted a full day of its Special Conference on Employee 
Group Benefits, held in New York on March 18-19, to the basic principles 
of establishing and maintaining a sound company program of group insurance 
and the latest developments in this important field. The following three pa- 
pers were presented at the conference by representatives of the Ford Motor 


Company. 


I. SETTING UP YOUR PLAN 


M. A. THEMER 
Supervisor, Statistical Analysis Section 


Industrial Relations Central Staff, Ford Motor Company 


A sounp croup INSURANCE PLAN is one 
which will help employees and their 
families meet emergency situations and 
thus provide the employer with a stabler 
and more efficient workforce. Reaching 
this objective involves five major steps: 
(a) establishing broad company policy; 
(b) background research; (c) develop- 
ment of a specific plan; (d) presentation 
to top management; and (e) preparation 
for union negotiations. 


A. ESTABLISHING BROAD COMPANY POLICY 


The first step—establishing broad com- 
pany policy—sets up the framework for 
developing the plan. The policy matters 
to be decided at the top level include: 


1. Financing the Plan. Should it be 
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contributory, so that it will have a better 
chance of surviving, regardless of econ- 
omic conditions, and engender employee 
understanding, interest, and appreciation? 
Or should it be non-contributory, since 
under the existing tax laws the employers’ 
dollar buys more insurance? 

2. Cost Limits. What is the upper 
limit of expenditures the company will 
make for employee insurance? 

3. Type of Financing. Should there be 
a trust agreement, a welfare fund, self- 
insurance, or a private insurance carrier? 

4. Coverage. Should the plan be ex- 
tended to all employees? If so, should it 
be identical or should it vary for different 
groups or income levels? 

After the broad company policy has 
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been determined, a study committee 
should be appointed to recommend an in- 
surance program. At Ford, this committee 
would have members representing Indus- 
trial Relations, Finance, the General 
Counsel's Office, and the Office of Tax 
Affairs. Members should be assigned spe- 
cific responsibilities, and they should have 
authority to apply to outside consultants 
or insurance companies for technical as- 
sistance. 


B. BACKGROUND RESEARCH 


The second step in setting up the com- 
pany plan involves background research. 
Here the work of the study committee 
begins. 

Review of Literature. First comes a re- 
view of published literature in the field 
of employee insurance. There are publica- 
tions such as the National Industrial Con- 
ference Board’s Company Group Insur- 
ance Plans, published in 1951, and Em- 


ployee Benefit Plans in Operation, pub- 
lished by the Bureau of National Affairs. 
These provide an excellent review of the 
fundamental problems involved in setting 
up an insurance plan. In addition, periodi- 
cals such as AMA’s MANAGEMENT RE- 
view, the Chamber of Commerce’s Amer- 


ican Economic Security, and NICB’s 
Management Record carry articles of cur- 
rent interest on specific subjects. 

Review of Other Programs. A second 
essential phase of background research is 
a study of the insurance plans of other 
companies in the industry, those of leaders 
in other industries, and those provided 
or required by state law. Emphasis should 
be placed on coverage, the type and level 
of benefits offered, and the problem of 
integrating insurance benefits with other 
company and government benefits. 

Review of Union Demands. If a plan 
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is to be negotiated with organized labor, 
a thorough analysis of union demands 
should be made. These may or may not 
represent the true desires of the em- 
ployees. It is a responsibility of both the 
company and the union, during negotia- 
tions, to give thorough consideration to 
proposals by the other party. Also, the 
company will do well to study the in- 
surance demands of unions other than 
those representing its employees and the 
pattern of settlements being reached. In 
dealing with “fringe” benefits, patterns 
and trends have been of the utmost im- 
portance in the past and will undoubtedly 
continue to exert tremendous influence. 

Tax Considerations. Special thought 
must be given to tax questions involving 
contributions and benefits. For example: 
(1) Under what conditions do company 
contributions toward employee insurance 
qualify as normal business expense for 
tax purposes? (2) Under what conditions 
are company contributions toward em- 
ployee insurance considered taxable 
wages? (3) What types of insurance bene- 
fits are considered taxable income? 

Answers to these and other tax ques- 
tions require an exhaustive analysis of 
U. S. Treasury regulations. These are 
not highly restrictive, and most insurance 
plans qualify without too much difficulty. 
It is important, however, to be familiar 
with the regulations during the early de- 
velopment of a new plan in order to 
avoid last-minute revisions to escape un- 
favorable tax treatment. 


Workforce Statistics. Background re- 
search should also include the compiling 
of statistics characterizing your work- 
force: distribution by age, length of 
service, sex, and base earnings and labor 
turnover by type, age, and length of 
service. These statistics are necessary in 
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estimating the cost of insurance, as well 
as in arriving at the type of coverage best 
suited for your employees. 

Priority of Benefits. The next and prob- 
ably the most important part of back- 
ground research is to arrive at a priority 
listing of insurance benefits. Some of the 
many ways of arriving at such a listing 
are (1) an analysis of claims data result- 
ing from the insurance plan already in 
effect, if any; (2) a survey of employees 
to determine the types of emergencies 
which occur most frequently and which 
affect them the most; (3) a review of 
studies by federal agencies and private 
insurance companies on the effect of vari- 
ous emergencies on employees; (4) opin- 
ions expressed by local doctors, medical 
societies, welfare officials, hospital author- 
ities, and government officials; and (5) 
advice or assistance from insurance com- 
pany representatives and consultants. 

The final phase of background research 
is the preparation of a report summarizing 
this basic information in a convenient 
form. 


C. DEVELOPMENT OF A SPECIFIC PROGRAM 


Employee insurance can be divided into 
two types. The first protects against the 
loss of earnings; the other supplements 
earnings at times of unexpected expense. 
Life insurance and accident and sickness 
benefits provide protection against loss of 
earnings; therefore, the amount of pro- 
tection often varies with employees’ 
earnings. 

The degree to which these benefits are 
varied by wage levels will usually depend 
on the wage-rate distribution of em- 
ployees. If there is a wide range of rates, 
with substantial numbers of employees 
above and below the average rate, it will 
probably be wise to establish different 
amounts of benefits for different earnings 
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classes. On the other hand, if the rate 
range is narrow and most rates cluster 
around the average, it may be just as 
effective, and it will certainly be more 
convenient, to provide flat amounts of 
benefits. 

It must be borne in mind that earnings 
are taxable and benefits usually are not; 
consequently, a given amount of dollar 
benefits is usually worth proportionately 
more than the same amount of earnings. 
Also, benefits such as hospital and surgi- 
cal insurance are usually related to the 
expense incurred rather than the em- 
ployee’s earnings, since such expense is 
not in direct proportion to earnings in 
most cases. 

Benefit amounts sometimes vary with 
length of service and sex. Reward for 
service is obviously the primary purpose 
of providing higher benefits for long-time 
employees; and, since women generally do 
not have the same family responsibilities 
as men, it is reasoned that their needs 
are less. 

In arriving at specific amounts to be 
paid, the purpose of the benefit and the 
existence of similar protection through 
government and company programs al- 
ready in effect, (such as sick-leave pro 
visions) must be carefully considered. 

Life Insurance. Life insurance should 
be related to the family’s loss and to the 
expenses resulting from the death. It 
would, of course, be impossible to provide 
a life-insurance benefit equal to the loss of 
potential earnings. We attempt, under 
our plan, to provide enough insurance to 
help the family in meeting burial expenses 
and, more important, adjusting to its new 
situation. Usually it is ne ry for the 
family to relocate, or for the wife or an- 
other member to take over the responsi- 
bilities of breadwinner. 


In this connection, Federal Social Se- 





curity death and survivor benefits are 
important. Many people overlook the fact 
that Social Security offers substantial ben- 
efits to the survivors of a deceased per- 
son. For example, a surviving wife with 
one child under 18 years of age is en- 
titled to three-fourths of the deceased's 
primary benefit for herself and another 
three-fourths for her child. These ben- 
efits are payable until the child reaches 
age 18. For the survivors of a person 
who had an average monthly wage of 
$300, the benefit would be $127.60 a 
month. Lump-sum death benefits from 
Social Security are three times the 
monthly primary benefit, which, in the 
case just cited, would be $255. These 
types of government benefits should be 
carefully considered in establishing an 
insurance plan, since the trend for such 
benefits seems to be up and the employer 
is already paying for part of the cost 
through the Social Security tax. 

Some companies provide reduced in- 
surance for older employees, thus lower- 
ing costs where rates are highest. Al- 
though this appears to discriminate against 
long-service employees, the more practi- 
cal consideration may be that the need 
for protection generally diminishes at ad- 
vanced ages. For this reason, also, life 
insurance for retirees need not be as 
generous as for younger, active employees. 

In the final analysis, the cost of any 
particular benefit provided through your 
insurance program will always be one of 
the most important factors in determin- 
ing the specific amount offered. 

Temporary Disability Benefits. Benefit 
payments for disabilities of short dura- 
tion are normally not provided, since such 
disabilities cannot be considered emergen- 
cies and malingering may be encouraged. 
In general, this is the reasoning behind 
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the establishment of a short waiting pe- 
riod—which, however, is often reduced 
or omitted altogether if the disability is 
caused by an accident. 

Accident and sickness benefits are 
usually intended to protect only during 
temporary disability; consequently, it is 
necessary to limit their duration. The 
average temporary disability which lasts 
more than a week extends over one to 
two months. Employees who are dis- 
abled for longer periods, however, are 
the ones whose need is most acute. Since 
the incidence of such disability is rela- 
tively low, the cost of extending the pe- 
riod during which benefits may be paid 
also is low. The psychological effect on 
employees of having a maximum duration 
of four to six months may be well worth 
the added cost. 

Just as with life insurance, determining 
the amount of accident and sickness bene- 
fits is difficult and somewhat arbitrary. 
However, certain guideposts can be es- 
tablished. To restore fully the total 
earnings lost would be impractical both 
from the standpoint of cost and because 
it would encourage malingering. Further- 
more, it would more than provide “pro- 
tection” in the normal sense. On the 
other hand, a benefit that is inadequate 
does not fulfill the purpose intended and 
may cause adverse employee reaction. 

State disability, unemployment com- 
pensation, and workmen's compensation 
benefits which are designed to protect the 
worker and his family against the loss of 
earnings can also serve as guideposts. 
During recent years, weekly benefits from 
these programs have generally provided 
about 30 to 60 per cent of weekly base 
earnings in manufacturing industries. 
(These percentages would be higher if 
benefits were related to take-home pay.) 
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Accident and sickness benefits should 
suffice to provide the family with essen- 
tials, it being understood that many fam- 
ilies can rely on savings or income from 
other sources during such periods. 

Hospital, Surgical, and Medical Bene- 
fits. Hospital, surgical, and medical ex- 
penses can be readily measured by con- 
tacting hospitals, doctors, and medical 
societics to determine the charges for hos- 
pital room and board, the so-called hos- 
pital “extras,” and various surgical fees. 
Benefits can be fixed accordingly and can 
take the form of a cash reimbursement to 
the employee or direct payment to hos- 
pitals and doctors. 

Catastrophe insurance, or so-called 
group major medical expense insurance, 
is relatively new in industry, though there 
has been widespread interest in this type 
of coverage. It is designated to protect 
the employee against expenses resulting 
from prolonged illness or serious accident, 
the cost of which may amount to many 
thousands of dollars. Normally, the pro- 
tection becomes effective only after the 
employee's expense exceeds a certain 
amount, such as $500. 

Retiree Insurance. Insurance coverage 
for retirees is also a relatively new field. 
Life insurance, the most common type of 
protection offered, is often provided to 
retirees in lower amounts than those pro- 
vided for employees, because the cost is 
proportionately greater and the need pro- 
portionately less. At Ford, not only is 
retiree life insurance lower in amount 
than employee life insurance but, in addi- 
tion, amounts are graduated by years of 
service, as with pensions. 


Since retirees are not working, they 
do not need accident and sickness benefits 
which protect against lost income during 
periods of temporary disability, but there 
is undoubtedly as much need for hospital 
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and surgical benefits among retirees as 
among active employees. However, there 
is very little experience with these bene- 
fits among the older groups; and, conse- 
quently, long-term costs are unknown. 

Prior to mid-1953, Ford retirees could 
purchase hospital and surgical insurance 
at their own expense through their local 
Blue Cross-Blue Shield plans. The insur- 
ance was on an individual-contract basis, 
with slightly higher premiums and less 
liberal benefits than are applicable, 
through group contracts, to employees. 
Then, in mid-1953, benefits to retirees 
were liberalized by making available to 
them, at their own expense, hospital and 
surgical coverage identical to that pro- 
vided for employees. This coverage is 
provided at group rates. We also provide 
substantially higher retirement benefits so 
that the retiree can freely choose whether 
or not to use a portion of these benefits 
to purchase his own insurance. 

A basic consideration in providing in- 
surance for retirees is the question of the 
return to the employer and the employer's 
obligation. If, as stated, the purpose of an 
insurance program is to help employees 
and their families meet emergencies and 
thus provide the employer with a stabler 
and mere efficient workforce, any type of 
insurance for retirees would seem to be 
precluded. Its purpose more nearly paral- 
lels that of retirement benefits; in other 
words, it provides for the orderly removal 
of older employees, an incentive to reduce 
voluntary separations, and a benefit for 
attracting new personnel. However, the 
financial burden of caring for an ever- 
increasing inactive workforce has not yet 
been experienced by our industrial econo- 
my. The real impact of retiree benefits 
granted today will first become apparent 
in the years to come. 





Estimate of Costs. The next step, after 
you have established a schedule of appro- 
priate benefits for your employees, is to 
price these benefits. If you are dealing 
with an insurance carrier, costs can be 
computed by the carrier or by your own 
staff with rates supplied by the insurance 
company. If the plan is to be self-insured 
or trusteed, it will be just as necessary to 
compute costs on the basis of whatever 
reliable rates are available. With statistical 
information on past experience of your 
employees, cost computations will be more 
accurate. Personnel statistics, including 
date on age, sex, base earnings, marital 
status, dependents, and so on are indispen- 
sable in computing costs. 

Selection of Alternative Programs. The 
cost of the first schedule developed may 
be out of line. If so, alternate schedules 
with varying costs should be developed, 
substituting different benefit amounts or 
possibly eliminating some type or types 
of benefits. Even if the cost of the first 
schedule is reasonable, it may be wise to 
develop alternate benefit schedules in case 
of any uncertainties. 

Cost computations will also include 
consideration of employee contributions, 
unless it has been decided from the out- 
set that the plan will be non-contributory. 
A relatively small employee contribution 
will enable most employers to provide ad- 
ditional or more adequate benefits, but 
contribution rates that are burdensome 
may limit participation even if the pro- 
gram offers proportionately better pro- 
tection. The problem is to establish em- 
ployee contributions toward a sound in- 
surance program that, when considered 
with take-home wages, will not be so 
great as to restrict membership. 

Integration with Company Policies. Af- 
ter alternate programs have been de- 
veloped, with varying costs and benefit 
schedules, procedures and rules for inte- 


324 


gration with existing company practices 
should be established. Coverage and con- 
tributions during periods of absence are 
particularly important. At Ford, for ex- 
ample, an employee can keep his insurance 
in force throughout an approved leave 
of absence if he makes his regular month- 
ly contribution; but for other types of 
absence and for terminations there are 
other rules and procedures. 

If the plan is to be negotiated with 
organized labor, some consideration should 
be given to the continuance or discontinu- 
ance of insurance and contributions dur- 
ing a strike. There seem to be two alter- 
natives: first, to establish a policy and in- 
form the union of it, so that there will 
be no question of what action is to be 
taken in the event of a strike; second, to 
establish no definite policy until a strike 
occurs, thus providing flexibility. When, 
in 1949, we had a month-long strike, we 
lacked a fixed policy on this matter, but 
decided to continue insurance coverage 
by advancing employee contributions and 
recouping them later in a special payroll 
deduction. 

As a result of our experience with the 
1949 strike, however, we developed an 
agreement with Michigan Blue Cross 
whereby, if the company decides to ad- 
vance Blue Cross premiums for employees 
during any subsequent strike, premiums 
will be refunded to the company in the 
event they are not collectible from em- 
ployees after a strike ends. The agreement 
assures Blue Cross maximum participation 
and guarantees the company against fi- 
nancial loss, at the same time permitting 
us to afford employees continuous cover- 
age. 


D. PRESENTATION TO TOP MANAGEMENT 


After the study committee has com- 
pleted its work, a summary of its findings 
must be submitted to top management for 
review. The proposed plan or alternate 
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plans must be presented simply, with em- 
phasis on how the various features of the 
proposals conform to predetermined com- 
pany policy (i.e., cost limit, type of financ- 
ing, coverage, etc.), although the com- 
mittee may find it desirable to recom- 
mend deviation from such policy. After 
the presentation has been made, top man- 
agement may request additional informa- 
tion and other opportunity to review the 
proposals. When the recommended 
changes, if any, have been made, and a 
program has been agreed upon, top man- 
agement should then give authorization 
for putting the program into effect. 

If the program is to be negotiated with 
organized labor, it may be wise to decide 
on alternate plans or “packages,” with 
varying amounts and types of benefits 
falling within the pre-determined cost 
range. 

E. PREPARATION FOR 
UNION NEGOTIATIONS 

In negotiating economic benefits with 
organized labor, it is imperative that com- 
pany representatives be equipped with 
a complete collection and analysis of all 
pertinent factual information. We have 
found it worth while to develop an in- 
surance reference notebook for this pur- 
pose, with the various sections of the 
notebook covering such subjects as union 
demands, present and proposed company 
programs, significant plans or programs 
of selected companies, cost estimates, gov- 
ernment programs and applicable laws, 
needs of employees, and personnel sta- 
tistics. 

The role of the negotiator is to narrow 
differences, and proper use of facts 
and figures will enable him to do this at 


the outset. Further, facts and figures are 
extremely valuable in arriving at a better 
understanding of basic issues, and the 
negotiator must realize the full impact of 
new economic settlements on the com- 
pany, the employees, the industry, and 
the economy as a whole. The cost of a 
new employee benefit may not seem too 
significant at the time of settlement, but 
what about the future? Is management 
being committed to an unknown burden 
in years to come? 

One method of negotiating the details 
of a technical subject after the basic prin- 
ciples have been agreed upon is to estab- 
lish a subcommittee made up of company 
and union technicians. The negotiators 
should of course be kept apprised of the 
progress being made by the subcommittee 
so that there will be complete under- 
standing and support by all parties con- 
cerned. 

x * * 


After the company plan has been set 
up, it is still necessary to keep abreast of 
developments in the field of insurance. 
This may be done on a routine basis by 
reviewing significant studies and surveys, 
new programs of other companies, and 
union demands. Such material should be 
indexed for future reference. There should 
also be a continuous review of new or 
proposed federal, state, and local legisla- 
tion on matters affecting insurance, such 
as workmen’s compensation, Social Securi- 
ty, and disability benefits. 

Finally, a periodic inventory should be 
made of the effectiveness of the program. 
Any defects revealed will indicate areas 
for future revision or improvement. 


Guard Those You Love—Give to Conquer Cancer! 
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li. FITTING THE PROGRAM TO YOUR BUDGET 


ROY L. JACOBUS 


Manager, Insurance and Pension Department 


Ford Motor Company 


Ep.oyer BENEFITS may of course be 
paid from a self-administered or employee- 
association-type fund. In this case, a group 
must be of sufficient size to develop a 
spread of risk which will permit self-as- 
sumption on an actuarially sound basis. 
Moreover, special knowledge is required 
to establish proper rates and reserves and 
to analyze claims trends, and only a large 
corporation can afford an adequate staff 
to handle such matters. 

There are other problems, too. For ex- 
ample, benefits paid from a self-adminis- 
tered fund do not always have the same 
tax advantage as when paid under an in- 
sured plan. If employees contribute to 
ward a self-administered fund, care must 


be taken to segregate the benefit-fund 
proceeds from other company funds, and 
a detailed accounting should be made 
periodically to participating employees. 
Also, most programs include dependents’ 


coverage. Does self-insurance of such 
benefits constitute operating an insurance 
company? If the program is to be included 
in a bargaining agreement, will self-in- 
surance be acceptable to the union? 
These are a few of the problems that 
enter into self-insurance. But probably 
the best reason for transferring the risk is 
that the carrier will provide the technical 
knowledge along with the risk assumption 
at a relatively low net cost. In my con- 
sidered opinion, group insurance is a 


good buy. 


A. SELECTION OF A CARRIER 


If, then, you decide on an insured 
plan, how should you choose the carrier? 
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To begin with, it usually is a good idea 
to obtain proposals from at least two and 
preferably three or four companies for 
comparative purposes. If you intend using 
an agent or broker, ask him to review with 
you a list of prospective carriers, together 
with the reasons for his selections. 

Several important factors should be 
considered in making the final choice, 
among which are cost, service facilities, 
and what may be called “capacity,” for 
lack of a better term. Let us now con- 
sider each of these factors. 

Cost Factors. Most insurance com: 
panies, stock or mutual, charge established 
rates for new accounts based upon the 
size of the group, the types of benefits 
provided, and such data as age, sex, and 
occupation of persons to be covered. The 
initial rates are usually adjusted each 
policy year for large accounts, and some- 
what less frequently for smaller groups, 
to reflect the claim experience. The rating 
arrangement may be termed “‘cost-plus”— 
ie., incurred claims plus the insurance 
carrier's retention. The retention is that 
amount retained by the insurance com- 
pany for administrative and selling ex- 
penses, reserves, conversions, taxes, and— 
in the case of stock companies—profit. 
The amount of retention will vary from 
20 per cent to as little as 4/2 per cent 
of premiums, depending largely upon the 
premium volume. 

From a cost standpoint, it usually is 
not advantageous to change carriers after 
long periods. In addition to losing the 
benefit of experience-rating, you also lose 
the contingency reserve credits which have 
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accumulated over the lifetime of the con- 
tract and may be substantial enough to 
constitute a major reason for not making 
a change. Although the contingency re- 
serve for any one account is a part of the 
carrier's surplus, it is used to “cushion” 
bad or unusual claim experience suffered 
by that group. Another important factor 
is that initial acquisition costs, commis- 
sions, and installation service expenses are 
higher during the first year of operation; 
in some cases, the initial acquisition costs 
are spread over the first few years. 

Service Facilities. All carriers will assist 
in developing a sound benefit structure 
and other plan provisions, and will pre- 
pare or assist in preparing forms, litera- 
ture, and procedures. This service is more 
than likely to prove satisfactory no mat- 
ter what carrier is selected, but it is of 
extreme importance to the small employer 
who does not have the time or technical- 
staff assistance to make comparisons of 
bidding carriers. Therefore, it warrants 
careful consideration. 


The need for claim-handling services— 
usually the only other major service fa- 
cility offered—will depend upon your 
mode of operation. Are claims to be 
handled by the carrier or by your repre- 
sentative? At a central place or at each 
plant? In any case, you will want one 
or more claim offices of the carrier with- 
in easy reach for prompt payment and 
for ready replies to questions about cover- 
age, conversions, and related matters. 

Capacity. Certain insuring organiza- 
tions are more agressive than others. This 
factor can be vitally important in the 
establishment of a new group insurance 
program. There must be as much flexi- 
bility as possible in the areas of underwrit- 
ing standards, borderline claim-handling, 
and coverage provisions. 

How is it possible to recognize such 
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characteristics in a carrier? A fairly re- 
liable method is to discuss the bidding 
companies with other insurance buyers, 
personnel men, and insurance consultants. 
Another approach is to examine and com- 
pare the specimen policies, certificates, and 
other written material submitted, paying 
particular attention to modifications and 
limitations and the reasons for them. Some 
of the items which should receive careful 
attention are these: 

1. Maximum benefit amounts and 
benefit periods available to your group. 
Every carrier has certain underwriting 
limitations to minimize and spread the 
risk. It is not uncommon, for example, to 
limit the maximum group life insurance 
amount for any one individual in relation 
to the total volume of insurance in force; 
consequently, a small group may be 
limited to $5,000 life insurance, as com- 
pared with $50,000, $60,000, or even 
$100,000 for a giant corporation. Limi- 
tation makes sense for the protection of 
the carrier as well as for stabilization of 
the claim experience. On the other hand, 
the availability of a higher maximum may 
be important to the group at some future 
date, and it is essential that you realize 
what top limit will apply to your group. 

In the same manner, the maximum 
amounts of disability benefits should be 
examined. Do your present requirements 
tax the capacity of the bidding carrier, or 
do his underwriting practices allow future 
expansion of benefits? 


2. Periodic or automatic enrollment of 
non-participating employees who previ- 
ously had refused coverage. A few car- 
riers still do not permit periodic re-solici- 
tation without medical examination, par- 
ticularly for small groups. Your carrier 
should know that re-openings will be re- 
quired. 


3. Eligibility requirements for partici- 
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pation. All classes of employees in the 
group should be treated equally. The 
waiting period for coverage should be 
adapted to the turnover probabilities. 
Whether your decision is to have the 
coverage effective immediately, or 30 or 
60 days after hiring date, the carrier 
should be willing to adjust to your re- 
quirements. 

4. Conversion privileges. Almost with- 
out exception, carriers permit conversion 
of group life insurance after an individual 
leaves a group. To our knowledge, how- 
ever, there are only a few instances where 
carriers will permit the conversion of 
group hospital-surgical-medical coverage 
to individual policies. 

There are, of course, additional con- 
siderations which should receive attention 
before negotiations are undertaken. The 
prestige of the carrier, its reputation in 
the industry, and other intangible factors 
may be important in a particular situation. 

The terms “insurance company” and 
“carrier” as used herein apply also to 
medical pre-payment plans such as Blue 
Cross and Blue Shield. Proponents of 
these plans contend that they have several 
advantages from the subscribers’ stand- 
point. Most important is the convertibility 
of the group coverage to individual con- 
tracts when employees leave the group. 
Ready admission to hospitals and fairly 
complete hospital coverage for most dis- 
abilities also are cited. Insurance com- 
panies, on the other hand, have broadened 
their hospital and surgical coverage in 
recent years and claim to match these 
latter two advantages in many instances. 

If you have employees in California, 
New Jersey, New York, or Rhode Island, 
you must adapt your group accident-sick- 
ness benefits to the state requirements. 
Under the Ford program we attempt to 
provide the same benefits in these states 
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as in others, and the insurance policy con- 
tains a “shotgun clause” which provides 
that in no event will benefits be less than 
those required by law. In all cases, we 
have attempted to reduce administrative 
work by establishing the maximum weekly 
benefit required under the state plans as 
our minimum disability benefit. 


B. NEGOTIATIONS WITH CARRIERS 


After considering the qualifications of 
several carriers, it should be possible to 
decide upon the ones from whom pro- 
posals are to be obtained. It is suggested 
that specifications be given to each bidding 
carrier, setting forth precisely how the 
proposals should be submitted. In drawing 
up specifications and comparing proposals, 
the following matters should be con- 
sidered: 


Determination of Self-Accounting and 
Claim-Handling Functions. Your em- 
ployee and labor-relations policies will be 
major factors in determining whether 
your personnel should handle claims di- 
rectly with employees. If you decide to 
handle the claims, it is logical to maintain 
the application cards and other accounting 
records. Most carriers have provisions for 
reimbursing employers for such work on 
their behalf. The usual rate of reimburse- 
ment is 1 to 2 per cent of premiums for 
self-accounting and about the same per- 
centage of total accident-sickness claims 
for claim-handling. Usually, the carrier 
will want to pay the life insurance claims 
directly. 

Treatment of Different Groups. In 
many organizations there are union-repre- 
sented employees and those not so repre- 
sented. In others, there is the problem of 
different companies which are independ- 
ently operated subsidiaries. The best rule 
is to pool as many groups and types of 
coverage as possible under one master 
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agreement to obtain lower net cost and 
greater underwriting flexibility. If it is 
necessary to have different benefit sched- 
ules and coverage provisions, some ar- 
rangement should be made to maintain 
the various plans with the same carrier 
as one financial package. If more than 
one master policy is used, each may be 
endorsed to provide for combining the 
financial experience. 


Cost Comparisons. Determining which 
of the bidding carriers has the lowest rate 
of net retention presents a difficult and 
somewhat confusing problem. Retention 
will vary from year to year depending 
upon certain cost factors, some relatively 
fixed and others variable, so that a posi- 
tive guarantee of future retention cannot 
well be given. However, it is our belief 
that over a fairly long period—say, 20 
years—there will be no significant dif- 
ference in net cost +0 large groups as be- 
tween any of the well-known insurance 
companies. We do not advocate that com- 
petitive bidding be eliminated; on the con- 
trary, competitive bidding is the only 
means by which the various cost factors 
can be examined and an understanding 
reached with the carrier of your choice. 
The best way to get an accurate com- 
parison is to have all proposals based upon 
the same assumptions as to premiums, 
paid claims, and the like, for your group. 
Given identical data, the bidding carriers 
should be required to illustrate how ap- 
plication of their current cost factors 
would work out over at least a 10-year 
period. 

An important factor to determine is the 
amortization of initial acquisition costs. 
In some instances these expenses, which 
often are relatively high, are written off 
the first year, whereas they may be ab- 
sorbed over a period of several years. 
This may be the principal reason for a 
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difference in retention costs between 
carriers. 

There are, in addition, several other 
items which should be discussed thor- 
oughly with the bidding carriers. For ex- 
ample, what discounts are being granted 
because of large premium volume? There 
should be some discounts from regular 
published rates if annual premium volume 
exceeds a certain amount, which varies 
widely between carriers. Also, the matter 
of rate adjustments should be explored. 
Will the rates be revised after one, two, 
or five years if experience warrants? What 
prospective adjustments will be made if 
given claim ratios are attained? Be cer- 
tain that you understand the way in 
which the incurred claims are computed. 
Each carrier has its own method of de- 
termining what the open claim liability 
should be, often on the basis of its aver- 
age experience. 

You would be wise to request an ex- 
planation of the method of calculating the 
charge for contingency reserve. This re- 
serve is necessary to prepare the carrier 
to withstand severe epidemics, catastro- 
phes, and worsening trends; and, while 
the charge generally is small, it is a sig- 
nificant item over the years. Find out the 
charge that will be made to your claim 
experience for each $1,000 conversion to 
individual life insurance. This will vary 
from $55 to $80 per $1,000 insurance, 
and is required because of the poor mor- 
tality experience under converted policies. 

After the program is in effect, a full 
explanation of the factors affecting each 
policy-year dividend should be furnished 


by the carrier at the time of dividend or 
prospective rate credit presentations. He 
also should furnish, at least quarterly, a 
claim report which shows premiums and 
claims by types of coverage and is cumula- 
tive. It also is helpful to obtain the same 
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data from the comparable period of the 
previous policy year. If an upward trend 
is noticed, an attempt to determine the 
cause may help to correct the trend as 
quickly as possible. 


C. ADMINISTRATION OF THE PROGRAM 


When the carrier has been selected, it 
is important to make certain that admini- 
strative procedures with'n the company 
and with the carrier are effective. 

Functions of Various Departments. 
There are so many aspects of group in- 
surance—legal, tax, finance, accounting, 
personnel—that even in a small organiza- 
tion more than one individual or depart- 
ment will have some responsibility under 
the program. It is our suggestion that the 
person who has the task of negotiating 
with the carrier be designated to act as 
coordinator between the carrier and in- 
terested company departments. 

Manual of Procedures and Methods. 
A procedure manual should be distributed 
to all persons having contact with the 
group insurance program. It should con- 
tain an explanation of benefits and cover- 
age, enrollments, terminations, payroll 
deductions, forms, and claim-processing, 
together with any other information that 
may be required. The carrier will assist 
in drafting the manual and the necessary 
literature and forms, but you will prob- 
ably want to revise them to suit your 
particular needs. 


Application Cards, Individual Certi- 
ficates, and Other Forms. Our com- 
pany has adopted a single form which 
combines several deduction and applica- 
tion forms which formerly had to be 
signed by new employees. The single 
form eliminates transcription errors, and 
copies of it are used for partial completion 
of group insurance application cards and 
the group insurance certificates. The is- 
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suance of certificates to the enrolling em- 
ployees saves the carrier considerable ex- 
pense; and, in addition, the certificates 
can be delivered to the employees by the 
time the coverage becomes effective. 


On Premium Statements and Statistical 
Reports. Likewise, our monthly premium 
and statistical reporting procedures have 
been greatly simplified. We have two 
systems for making monthly premium 
statements to the carriers. In the case of 
the 40-odd medical prepayment plans 
with which we deal, the individual pay- 
roll offices prepare and send the monthly 
premium statements and remittances di- 
rectly to the local plants. A monthly 
record of the employee and company con- 
tributions, together with current partici- 
pation statistics, is submitted to the cen- 
tral staff offices. In contrast, the pur- 
chased group insurance data are sub- 
mitted to the Insurance Department, 
where the 90 individual statements are 
collated, verified, and totaled. The tota! 
volume and gross premiums are reported 
to the carrier along with a single check 
for the month’s premium. Here, too, par- 
ticipation statistics are furnished to central 
staff as a part of the monthly premium 
statement. 


D. MISCELLANEOUS PROBLEMS 


The insurance manager should not be 
satisfied when the basic program is in- 
stalled and working smoothly, but should 
study other coverages which are available 
and other areas of exposure which may 
require attention. 

Major Medical Expense Coverage. In- 
surance to “cushion” the financial havoc 
caused by serious accidents or illness is 
only a few years old. While some major 
medical coverage has been written, the 
insurance companies naturally have been 
slow to venture into this area. Many 
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questions await the gathering of basic 
data about the nature and extent of the 
risk. 

What, for example, is the actual need 
for medical disaster coverage? A recent 
report indicated that 500,000 families had 
medical expenses in one year which ex- 
ceeded their income. However, while this 
statement is dramatic and disturbing, it 
is important to know who in the family is 
causing what types of expenses and what 
impact such factors as age, occupation, 
locality, and income have on these figures. 

Again, who should assume responsibil- 
ity for providing medical disaster insur- 
ance? It could be left to the state and 
federal governments, as are unemployment 
insurance, old age assistance, etc.; re- 
sponsibility might be split between gov- 
ernment and private industry, as in 
current methods of providing retirement 
plan benefits; or private industry and its 
employees might shoulder the burden 
jointly, just as they finance other group 
insurance benefits. It would seem that 
once the need is established, one of these 
three plans might be adopted. 


Who should be covered during the ex- 
perimental period? This point is closely 
allied with the question of actual need. 
There is little doubt that employees in 
higher-salaried brackets are charged 
higher fees for medical, surgical, and 
nursing services; beyond that, it appears 
that the need for medical disaster cover- 
age exists for all levels of income. Up to 
now, the experimental coverage has been 
directed to employees earning $5,000 or 
more a year. One of the major reasons 
why the lower-income groups have been 
excluded is that the participation ratio 
among them has been low. A solution 
might be to offer the insurance to all in- 
come levels, with the understanding that 
acceptance must be maintained at some 
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minimum—say, 50 per cent—if coverage 
is to be installed for that particular level. 
Thus no group would be excluded if a 
sufficient number of those eligible desired 
this form of insurance. 


What kind of plan should be selected? 
The objective probably should be to take 
care of every individual catastrophic 
medical case, which would mean un- 
limited coverage for each disability. This 
may not be as idealistic as it may first 
seem, since under group insurance the oc- 
casional catastrophe type claim would be 
spread thinly. But because of the new 
ness of the coverage, and particularly the 
natural reluctance of underwriters to pro- 
vide unlimited benefits, the extent of 
coverage—both as to amounts, periods, 
and definitions—will be based upon the 
carrier's capacity, the premium volume, 
and the amount the group can afford. 
The most common policy now available 
has a $5,000 limit, either for each expense 
period or for each disability; however, 
one large company has renewable expense 
periods for the employees with benefits 
of $10,000 for each period. Most plans 
call for a deductible amount after certain 
basic benefits are paid, with a contribu- 
tion by the employee of 10, 20, or 25 
per cent on all excess medical expenses. 

Non-Cancellable Disability Benefits. 
Our Ford executive personnel, several 
hundred in number, do not participate in 
the group disability benefits available to 
other employees, and there formerly was 
no formal salary-continuance plan extend- 
ing beyond the first three months’ disa- 
bility. Each case was considered indivi- 
dually. To fill the existing need, a plan 
was developed which provides for con- 
version to individual non-cancellable poli- 
cies upon termination of membership in 
the group. The program, which was ac- 
cepted by 99 per cent of those eligible, 
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is not a so-called “cost plus” arrangement 
like other group policies. The monthly 
benefits are geared to one-third of base 
salary, to a maximum of $833, and are 
payable (after a 90-day waiting period) 
for life or until age 65, in the case of 
accident; and for 10 years or until death 
or age 65, whichever occurs first, in the 
case of illness. No medical examinations 
are required if the employee subscribes 
when he becomes eligible. 


Group Life Insurance for Retirees. 
Group life insurance coverage has been 
made available under certain conditions 
to persons eligible for “normal” retire- 
ment under the Ford Motor Company’s 
retirement plans. Employees who accept 
normal retirement and who are partici- 
pants in the group life insurance program 
may continue a portion of that coverage 
after retirement without charge to them. 
Coverage ranges up to $1,000 (based upon 
credited service) for most hourly rated 
employees, and up to $20,000 (based 
upon terminal salary rate) for salaried 
employees. Employees who retire because 
of disability are able to continue the full 
amount of their group life coverage at 
group rates as long as they remain con- 
tinuously and totally disabled. 

Although the most economical way to 
cover retirees is in conjunction with ac- 
tive employees under the same group in- 
surance policy, the cumulative impact of 
retirees’ deaths at some future peak date 
will increase the net cost for your group. 
In the event of a steadily growing retiree 
population, this increase may be substan- 
tial during a period of low production or 
sales. We have considered means of re- 
serving for this future increased risk, but 
have not reached a satisfactory solution. 


Of course, if the coverage were provided 
through the pension trust fund, the lia- 
bility could be funded on a level basis. 


Retirees’ Hospital-Surgical Coverage. 
Like the other major automobile manufac- 
turers, Ford agreed with the UAW-CIO 
that retirees should be permitted to con- 
tinue, at their own expense, participation 
in group hospital-surgical benefits which 
are in force at the time of retirement. 
The unique part of the program is that 
the monthly contribution is deducted a 
month in advance from the monthly pen- 
sion payment received from the trust 
fund. 

Several hundred retirees are not eligible 
for trust fund benefits because their So- 
cial Security benefits exceed the total pen- 
sion to which they are entitled. These 
retirees also are permitted to continue 
under group coverage, and special ar- 
rangements have been made so that they 
can pay their monthly contributions in 
cash at the local plants. 

The relationship between company and 
group insurance carrier should be a long 
and mutually satisfactory one. It can be 
if you do the right kind of job in setting 
it up. To choose your carrier wisely, 
you must understand the nature and es- 
sential characteristics of group insurance 
underwriting, and you must be certain 
that the carrier has the capacity and 
facilities to service your needs. When 
the program is installed, you must shep- 
herd it constantly and suggest short-cuts 
and improvements to your carrier without 
waiting for him to take the initiative. You 
know your needs better than he possibly 
can, and the chances are that he will go 
along with anything that is practical and 
legally permissible. 


Guard Those You Love—Give to Conquer Cancer! 
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lll. MERCHANDISING THE BENEFITS TO EMPLOYEES 


ROBERT T. ROSS 


Manager, Employee Services Department 


Industrial Relations Central Staff, Ford Motor Company 


Ler us assume that your group insur- 
ance plan has been researched, agreed 
upon, and purchased. Then what? 

Actually, it is necessary to anticipate 
certain problems far in advance of the 
actual purchase of the package. Especially 
in a larger company, there are literally a 
million and one items to consider and 
resolve in formulating the so-called “sell- 
ing package” before it is offered to the 
public—the employee. 

We at Ford firmly believe that the 
entire employee-contact portion of the 
insurance program is an industrial rela- 
tions function and should be carried out 
by industrial relations organizational com- 
ponents and personnel. Therefore, we 
include the employee-contact portion 
of the insurance program, in all its 
phases, as an industrial relations activity, 
just as we do employment, labor rela- 
tions, health, safety, unemployment com- 
pensation, workmen’s compensation, and 
many other functions. Logically, this re- 
sponsibility of the industrial relations 
group should begin with the first sales 
contact and continue as long as the em- 
ployee is covered by the plan. It may 
even include contacts with the family 
after the employee's death. 

An employee insurance program can be 
composed of many different types of in- 
surance. For the purpose of this brief 
discussion, however, I shall limit our 
field to two main packages which I believe 
are the most prevalent—at least in our 
industry and our area. The first is life 
insurance with accidental death and dis- 
memberment features, along with accident 
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and sickness benefits. The other is Blue 
Cross-Blue Shield. In discussing both 
packages, I shall assume that the em- 
ployee contributes a portion of the cost 
on a payroll deduction basis. 


A. SOLICITATION AND INSTALLATION 


Any insurance package that is devel- 
oped must be a good one for the employee 
as far as management is concerned. 
Otherwise it probably would not come 
into being. Therefore, it behooves us in 
management to see that each employee is 
well aware of all the features, benefits, 
costs, and other important points of the 
package that he should know. 

Need for Planning. The initial solici- 
tation program is extremely important. 
It may be carried on by the insurance 
carrier directly with the employee, but we 
at Ford believe strongly that this is an 
industrial relations prerogative. Where 
the carrier’s representatives can be of 
help is in the planning stage. Their de- 
tailed knowledge of the plan and sug- 
gestions as to information on posters, 
descriptive leaflets or booklets, and their 
experience through the years can be of 
tremendous value. We have found it 
most profitable to work closely with them 
in these initial phases. 

For putting across an initial solicitation 
in a large nation-wide company involves 
a great deal of planning and behind-the- 
scenes work. The approach is not dis- 
similar from that which is made to any 
other “selling” campaign. Usually there 
is a timetable providing for a campaign 
period of a certain duration. We have 
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found that fast, aggressive, short selling 
periods are more effective than longer- 
drawn-out periods—and less costly too. 
So, when setting up the campaign, it be- 
comes necessary to have all the prelimi- 
nary work behind you when you come up 
to kick-off day. 

Presentation by Immediate Supervisor. 
In any large solicitation you are always 
faced with these problems: What is the 
best way of getting to each employee? 
How should you tell him the story and 
give him the opportunity to participate 
from the beginning? Many methods have 
been tried, and many are now in use. 
We feel that the actual presentation 
should be made by the employee’s im- 
mediate supervisor, who is the logical man 
to explain the coverage, cost, advantages, 
and other features. Personal contact is 
extremely important. Don’t expect an 
employee to go to the cashier, the payroll 
office, or anywhere else. Instead, make 
it convenient for each individual to learn 
the facts and to make a decision. 

Now, the supervisor who is to do the 
soliciting needs a great deal of assistance. 
You will probably have to train him and 
provide some sales aids to help him do 
an intelligent and effective job. In a 
large company these tools are usually, of 
necessity, tailor-made to fit the particular 
situation. Also, a conditioning period be- 
fore the actual solicitation has been found 
to be very profitable. Meetings attended 
by supervisors may well be held on a di- 
vision, plant, and department basis. Here 
the industrial relations representative may 
review the plan and methods of solicita- 
tion, using one or many approaches. We 
have found it most profitable for this 
person to use the same materials the 
solicitor will use: procedure write-ups, 
sample posters, sample leaflets or booklets, 
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and sample subscription cards. The suc- 
cess or failure of the initial solicitation 
may well hinge on the effectiveness of 
these training sessions. 

Advance Publicity. Any solicitation 
campaign among employees should be pre- 
ceded by advance publicity—articles in 
house organs, effective, well-displayed 
posters, possibly letters from an executive 
to the employee at home. Some com- 
panies use pay-check stuffers and leaflets 
placed in the lunchrooms, near the time 
clocks, and in other convenient places. 

Development of an intelligent handout 
or brochure is most important. Again, 
in a large company this is usually adapted 
to fit the job at hand. As stated, we 
have found it well worth while to work 
closely with the insurance carrier in devel- 
oping this literature, as well as posters 
and any other publicity material to be 
used. Management should aim at present- 
ing the facts in a concise, readable, and 
understandable fashion. The less you 
say, provided you still put the facts across, 
the better the results will be. Further, it 
may be in order to check the reading 
level of handouts. It’s not too difficult 
to change the legalistic, fine-print word- 
ing of an insurance contract into terms 
that will be comprehensible to most of 
your employees. 

Serious thought should be given to the 
size and pretentiousness of the handout. 
Our experience has proved that a simple 
fold-over leaflet of pocket size, containing 
all the pertinent provisions of the con- 
tract, is far superior to a large slick 
booklet with elaborate artwork, fancy 
borders, and embossed lettering. Then, 
too, it is less costly to start with and can 
be reprinted without undue expense, if 
conditions warrant, as the result of future 
contract changes. 
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Posters should be designed to do the 
job for which they are intended. Eye 
appeal and readability at a distance are 
important factors. On occasion, we have 
designed posters to do a dual job; for ex- 
ample, when solicitation periods for group 
insurance and Blue Cross have coincided, 
we have worked with the two carriers 
and achieved one poster which advertised 
both plans. 


Subscription Cards. Subscription cards 
in themselves are important. Again it 
pays to work with the carrier in arriving 
at a card of the appropriate size which 
will contain the salient points. A docu- 
ment which you are asking a man in 
the shop to sign should be clear and un- 
derstandable and not cluttered with excess 
legalistic language. However, at least in 
our case, it must be so worded that it 
satisfies our legal department. We have 
also found it important to be sure that 
each card, when signed, is dated and in- 
dicates the name of the solicitor. 


Distribution of Materials. Before the 
opening day of the campaign, especially 
in a large company, the job of getting the 
materials to hundreds or even thousands 
of solicitors is a big one. At Ford we 
have found it most practical to assign this 
responsibility to each division’s industrial 
relations organization. Usually, we store 
all materials in one central location. The 
division representatives draw from this 
stock and distribute the material to the 
various plants and locations. These, in 
turn, distribute the campaign materials to 
the supervisors-solicitors. 


Incidentally, many companies have 
found it worth while to have each solici- 
tor use a kit which contains all necessary 
materials—instructions on procedure, sell- 
ing aids, and individually imprinted sub- 
scription cards with the name of each em- 
ployee to be contacted. 
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Return of Signed Cards. Getting the 
signed cards back to their proper location 
on time is not always an easy job. There 
are usually stragglers, and some prodding 
is sometimes needed from those respon- 
sible for the solicitation. 


In a large company such as ours, we 
have found it necessary to account for 
every card to avoid possible confusion or 
misunderstanding in the future. If we 
failed to maintain a strict control, it is 
conceivable that some employees might, at 
a later date, claim they had “signed up” 
even though we had no record of such 
consent. Therefore, any employee who 
does not want the coverage at the time 
of solicitation is requested to write across 
the face of the subscription card, “Not 
wanted,” and sign his name. 


The results of an initial campaign can 
vary greatly in different companies—and 
in various parts of any large company. 
The way in which the program is pre- 
sented from the top down certainly has 
its effect. Like any employee program, 
an insurance program must have man- 
agement support at all levels, and the 
actual supervisor-solicitor must be well 
versed in the over-all program and per- 
tinent facts relating to it. This is not 
high-pressure salesmanship; it is simply 
an effort to make sure that the package 
is intelligently presented and explained 
to each prospective purchaser, who should 
be given a fair chance to decide in his 
own mind whether or not he wants to go 
along. 


B. THE CONTINUING JOB 


So much for the installation and origi- 
nal solicitation. This is only the end of 
the beginning. The big job, which is 
continuous, lies ahead. 

From time to time, of course, you will 
be faced with re-solicitations when the 
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plans are opened up for non-participants 
who have not yet seen fit, for one reason 
or another, to sign up. We might call this 
a “junior size’ campaign as compared 
with the original. However, the same 
elements exist, and the same planning 
must be done as for the “jumbo size” 
campaign. The only difference is that 
the number of contacts to be made is a 
small percentage of those originally called 
for. 


Aside from these sporadic solicitation 
programs, however, the remaining ac- 
tivities relating to employee contacts are 
more or less of a continuing nature; they 
can be set up as going businesses and 
possibly integrated with other company 
activities or responsibilities of a similar 
nature. 

Trained Personnel Needed. In con- 
trast to the original and re-enrollment 
solicitation campaigns, which are best 
handled by the supervisors, these con- 
tinuing activities can most logically be 
handled by personnel who have specialized 
knowledge and training in this field. We 
have found that trained industrial rela- 
tions representatives, properly equipped, 
are the people most suited for this assign- 
ment. They do an excellent job, giving 
fair consideration to the employee while 
still protecting the interests of the com- 
pany and the insurance carrier. 


At many of our locations, such as 
assembly plants in various parts of the 
country, where we employ 1,000 to 3,000 
people, we find it most advantageous and 
economical to assign employee insurance 
matters to an industrial relations represen- 
tative who handles other employee con- 
tacts. For instance, this man may also be 
the employment interviewer, or he may 
be responsible for such related activities 
as workmen’s compensation and retire- 
ment. 
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The continuing activities relating to 
employee contacts in the field of employee 
insurance, it seems to me, can be lumped 
in three different groups: enrolling new 
employees, counseling, and claim-han- 
dling. 

Enrolling New Employees. Assume 
that a large company has 200,000 em- 
ployees and that the normal accession 
rates to replace losses due to attrition, 
such as deaths, terminations, and retire- 
ments, average about 3 per cent a month. 
That means 36 per cent a year, or 72,000 
new employees. For the purposes of this 
example, let’s assume further that this 
company adds 20,000 employees to its 
workforce during the year. That means 
a total of 92,000 new employees to be 
contacted regarding the insurance pro- 
gram. 


Our experience has shown that the new 
employee is interested in the insurance 
program—its coverage and benefits, for 
himself and his dependents, and the costs 
to him. Certainly he is entitled to an 
explanation of all the features of the 
plan. One way to do this is to hand him 
a booklet and an enrollment card, then 
let him read the booklet and make up 
his own mind. However, we have found 
it beneficial to all parties, and in keeping 
with good industrial relations practice, 
to have the company representative take 
enough time during the original interview 
to explain the salient features of the plan. 
The company representative need not be 
a salesman; in fact, it may be wiser if he 
doesn’t do a “selling job,” but instead 
points out such important items as who 
(besides the employee) is covered, the 
effective date of coverage, (cases have 
come to our attention where it appeared 
that the employee was not aware of the 
difference between the enrollment date 
and the actual starting date of coverage), 
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and how to go about making changes in 
his coverage. 

In short, the new man is interested, and 
we should be interested in him, allowing 
ourselves enough time to orient him prop- 
erly as to what he is and is not getting 
in the way of insurance coverage. Don't 
let him feel that the plan has been mis- 
represented. The disgruntled employee 
will not register his disapproval against 
the insurance carrier; his anger will be 
directed against his employer. 

The percentage of new employees en- 
rolling in any plan will vary from com- 
pany to company, and within divisions 
and units of companies, depending upon 
the manner in which the new employee 
is first indoctrinated. 


Counseling. Counseling employees cov- 
ers a wide field indeed; in a large com- 
pany, every possible set of circumstances 
or conditions can occur at some time or 
other. Those who are responsible for 
employee contacts must know all the an- 
swers, or at least be in a position to ob- 
tain the answers. 

Counseling will take in just about 
everything there is for management to do 
in the way of employee contacts: en- 
rolling individuals who previously re- 
jected the plan; changing dependents, 
type of coverage, or beneficiaries; dis- 
tributing and replacing certificates; and 
answering endless questions. For example: 


e What happens to my coverage if I am 
laid of f? 


e What happens if I am disabled? 
e What happens when I retire? 


e What hospitals are recognized by Blue 
Cross? 


e What Blue Cross coverage do I have 
out of my home state? 


e What happens when I go into military 
service? 


May, 1954 


e What happens when I quit? 

Some may say that this is a job for the 
insurance carrier: Why not let them car- 
ry the burden? It is our feeling, however, 
that we have an obligation to keep our 
employees informed about the insurance 
program, just as we do in relation to re- 
tirement and other employee-benefit pro- 
grams. To this end, we make free use of 
space in our house organs to bring to our 
employees’ attention more or less con- 
tinuously the features, benefits, and re- 
strictions of all such programs. 

Claim-Handling. There are two schools 
of thought with respect to claim-handling. 
One holds that the employer can handle 
claims and that, by performing this ser- 
vice for his employees, he is contributing 
to better employee-employer relationships. 
The other school holds that the insurance 
carrier is better equipped to perform this 
function through experience and organiza- 
tion and, by so doing, takes the employee 
“out of the company’s hair.” 

Each of the suggested approaches has 
its good and bad points. Although we at 
Ford lean toward the first philosophy, 
actually, in the case of our life and ac- 
cident and sickness coverage, we operate 
under both. In the Detroit metropolitan 
area, where a great number of our em- 
ployees are concentrated, we find it ad- 
vantageous to have the insurance carrier 
process, investigate, and pay the claims. 
Experience shows that approximately one 
claim per month will develop for each 100 
employees insured; and, in the Detroit 
area, this means about 1,000 claims a 
month. In view of this concentrated vol- 
ume, we are of the opinion that by having 
our insurance carrier handle this function, 
our employees can receive better and 
prompter service than we could offer di- 
rectly. Therefore, to service this load, our 
carrier has established a separate office in 
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Dearborn, staffed with claim handlers, 
investigators, and other personnel. 

On the other hand, at all our plants 
outside the Detroit metropolitan area, 
where we have fewer personnel, we op- 
erate the claims service directly to the sat- 
isfaction of employees, company, and car- 
rier. Under this arrangement, our local 
personnel are authorized to investigate 
every claim and to pay those employees 


found to be eligible for benefits. When 
necessary, they call on the facilities and 
services of outside credit and investigative 
agencies. Localized claim-handling permits 
a more personal relationship between the 
company and the employee, enables the 
company to furnish direct assistance to the 
claimant, and in general helps carry out 
the principle of good employee-employer 
relationships. 


Also Recommended « « « 





THE NEW LOOK IN PENSION AND PROFIT SHAR- 
ING PLANS. By Meyer M. Goldstein. Pension 
Planning Company, 260 Madison Avenue, 
New York 16, N. Y. March, 1954. Gratis. 
Spells out how the Revenue Revision Bill 
passed by the House of Representatives last 
March 18 would affect existing pension and 
profit-sharing plans, and what it would mean 
for compznies instituting such plans in the 
near future. While the new bill would gen- 
erally provide more liberal tax treatment than 
the present law, it would be more restrictive 
in certain cases considered here, such as that 
of a new pension plan for salaried employees 
only. 


AMERICAN INSURERS HAVE EXTENSIVE OVER- 
SEAS PLANT FOR FOREIGN RISKS. By E. A. G. 
Manton. The Eastern Underwriter (93-99 
Nassau Street, New York 38, N. Y.), March 
19, 1954. 25 cents. American insurers now 
have the facilities overseas to handle any ac- 
ceptable risks for American companies operat- 
ing abroad, the author states. He describes 
here the range of properties covered, the types 
of policies written, the kinds of currency used, 
and some of the special problems of insuring 
overseas properties. 


INSURANCE CHECK-UP: WHAT IS ENOUGH? By 
James K. Blake. Dun’s Review and Modern 
Industry (99 Church Street, New York 8, 
N. Y.), February, 1954. 75 cents. Warns 
against buying insurance “bargains” when ade- 
quate coverage should be the main concern, 
or neglecting the possibility of catastrophes 
which seem improbable but do happen to un- 
derinsured businesses with alarming frequency. 
The author describes some common gaps in 
coverage, and the types of insurance that can 
be used to plug them. 


ACCIDENT REPEATERS ANALYZED. By A. H. 
Malo. The Weekly Underwriter (116 John 
Street, New York 38, N. Y.), January 30, 
1954. 25 cents. Study of the accident pat- 
terns and personality traits of route salesmen, 
bus drivers, and taxi drivers has shown that 
test batteries which measure such traits as ob- 
jectivity, tolerance, and responsibility can pre- 
dict accident tendencies, the author says. Psy- 
chological research, though still in an experi- 
mental stage, holds the promise that industry 
will be able to reduce the frequency, severity, 
and costs of accidents by gaining further 
insights into the characteristics of accident- 
prone workers. 








AMA SPRING INSURANCE CONFERENCE 


The Spring Insurance Conference of the American Management 
Association will be held on Monday, Tuesday and Wednesday, May 
24-26, 1954, at the Hotel Statler, New York. 
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HOW TO LIE WITH STATISTICS. By 
Darrell Huff. W. W. Norton & Com- 
pany, Inc., New York, 1954. 142 pages. 
$2.95. 

Reviewed by Merryle Stanley Rukeyser* 


Mr. Huff’s lively, human-interest treat- 
ment of the dry-as-bones subject of sta- 
tistics is a timely tonic. It is a reminder 
for prudent executives that statistics, sur- 
veys, and tests are tools to work with, 
not mechanical substitutes for human 
judgment. 

Statistics and surveys are no fool-proof 
formula for transmuting business into a 
riskless adventure. While market tests and 
other sampling are useful devices for avoid- 
ing thoughtless errors, they are no sub- 
stitute for the pioneering spirit. King C. 
Gillette didn’t put the burden on outsiders 
of telling him to venture with a revolu- 
tionary new type of beard-cutter. On the 
contrary, believing he had something good, 
he set out to sell the public not only a 
razor but a new way of life. 

Likewise, if Henry Ford had been con- 
tent to let pollsters find out whether there 
was any pressing demand for horseless 
carriages, his ideas would doubtless have 
died a-borning. 

In the panorama of contemporary busi- 
ness, there is still room for the risk-takers 
and the venturers. Some pioneer with 
sufficient imagination and deep enough 
convictions must risk time and money to 
make monkeys out of the doubting stand- 
patters. 

Surveys and polls, if they precede prose- 
lyting efforts to convert people to new 
habits, will fail to reveal potentialities of 


* Economic commentator for International News 
Service and the Mutual Broadcasting System, and 
business consultant. 
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growth, development, and _ constructive 
change. Surveys have a useful function 
as short-cuts to gauging customer ac- 
ceptance, but they can be misleading if 
conducted in a static spirit to assess a 
dynamic situation. 

And certainly business men are entitled 
to healthy skepticism after November, 
1948, when Thomas E. Dewey won hands 
down in the polls, while Harry S. Truman 
came out ahead in the election. 

If statistics are construed as single-entry 
bookkeeping, they can be doubly mislead- 
ing. A principle contemporary business 
has long since learned is that matter, 
though it changes its form, does not dis- 
appear. This truism is reflected in double- 
entry bookkeeping, which shows both the 
“where from” and the “where to” of each 
transaction. 

With any figures, it is important to 
know whether they flow from an inde- 
pendent audit—which is an attempt to 
photograph realities—or whether they re- 
flect the bias of someone who is trying to 
put something over. Thus space buyers, 
in evaluating media, have sometimes taken 
a different view of circulation accumulated 
through awards and contests than of that 
acquired through consistent excellence of 
editorial appeal. 

With his practical background as editor 
and writer of how-to-do-it articles, Mr. 
Huff exposes the pitfalls and the escape 
clauses. While his exposure of statistical 
cant is merciless, there is nothing in this 
light, sometimes frothy, presentation to 
cause serious executives to discount honest 
reporting expressed in terms of mathe- 
matical symbols. 

This book needed to be written, and 
makes its points in an entertaining, highly 
readable manner. 
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GROUP INSURANCE AND EMPLOYEE 
RETIREMENT PLANS. By Louise W. 
Ilse. Prentice-Hall, Inc., New York, 
1953. 438 pages. $7.50. 


Reviewed by Oscar N. Serbein, Jr.* 


Since 1911, when the first group life 
insurance contract was sold, group insur- 
ance has grown in importance until today 
it is one of the common methods of pro- 
viding security against the financial con- 
sequences of such hazards as death, dis- 
ability, and old age. In view of this fact, 
surprisingly few books have been written 
on the subject of group insurance, and 
those that have appeared have been re- 
stricted to some particular phase of the 
business, such as group life insurance. Mrs. 
Ilse’s book is the first book-length treat- 
ment of all phases of group insurance. 

The material presented by Mrs. Ilse is 
largely descriptive and consists of 13 chap- 
ters plus an appendix, bibliography, and 
index. There are two chapters on group 
life insurance, and one chapter each on 
group accident and health insurance; ac- 
cidental death and dismemberment insur- 
ance; group hospital, surgical, and medi- 
cal insurance; and group annuities. In 
addition there are chapters dealing with 
the social and economic background of 
group insurance, government regulation, 
state and federal disability systems, and 
evaluation. The material contained in the 
appendix is particularly valuable since it 
includes specimen contracts, legal defini- 
tions of the various forms of group in- 
surance, standard contract provisions, and 
facts on income and disbursements for 
group life insurance. 

In the chapters dealing with group 
coverages the author presents the histori- 
cal background, a summary of the prin- 
cipal contract provisions including rules 
for eligibility, a nontechnical statement 
of how premiums are computed, examples 
of premium rates, a general statement of 
experience, and a tabular statement of 


* Assistant Professor of Statistics, 
versity. 


Columbia Uni- 
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the amount of insurance in force by years 
from the date the coverages were initiated 
through 1951. Regrettably, there is very 
little information in these chapters on such 
topics as the marketing of group insurance, 
underwriting, reserves, and administrative 
procedures. 


There are five chapters in the book that 
do not deal directly with the details of 
group insurance but provide background 
information. Of these chapters the ap- 
propriateness of the one on state and fed- 
eral disability systems seems somewhat 
doubtful. Although it is true that certain 
state laws permit private group insurance 
as a way of meeting the requirements of 
the law, the fact remains that the com- 
pulsory non-occupational sickness disability 
laws are primarily social insurance. 


Mrs. IIlse’s book is a good survey of the 
subject of group insurance, but its use- 
fulness is somewhat restricted by the way 
in which the material is developed. A very 
large amount of historical data is included. 
In fact, four chapters have been devoted to 
the background of the various insurance 
coverages. In some cases the connection is 
rather remote. An example is the lengthy 
discussion in chapter seven of the history 
of workmen’s compensation insurance, in- 
cluding a quotation from the opinion of 
Mr. Justice Shaw in the case of Farwell v. 
The Boston and Worcester Railroad Cor- 
poration. A number of details of the or- 
ganization of the book that tend to limit 
readability could also be mentioned. Among 
them are a general paucity of subheadings, 
despite the large number of different 
topics treated; the absence of a list of 
tables; and the fact that some tables have 
been numbered or given titles while others 
have not. (See, for example, Tables 18, 
28, and 34.) 

Over-all, however, this book should be of 
value to those who would like a general 
introduction to group insurance from the 
viewpoint of its historical development and 
its relationship to the welfare of industrial 
employees. 
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PERSONNEL INTERVIEWING. By James 
D. Weinland and Margaret V. Gross. 
The Ronald Press Company, New York, 
1952. 416 pages. $6.00. 


Reviewed by R. S. Driver* 


Dr. Weinland and Miss Gross state in 
their preface to Personnel Interviewing 
that the book is intended as “a thorough 
treatment of the aims and techniques of 
business interviewing in our modern in- 
dustrial society . . . a guide for all those 
who are concerned with the selection of 
personnel and the maintenance of sound 
personnel relations.” 


In setting out to meet these objectives, 
the authors have divided the subject into 
three parts. The first of these comprises 
the fundamentals of interviewing—includ- 
ing differences among interviewees and 
among interviewers and the training of 
interviewers. The second part summarizes 
techniques utilized in interviewing and, 
within limits, appraises the value of these 
techniques. The third part relates the 
fundamentals developed in Part 1 and the 
techniques set forth in Part 2 to specific 
types of interviews, including counseling 
interviews, employment interviews, and 
others. 


The author’s recognition of the need 
for improved knowledge and skill in in- 
terviewing is sound, and the approach they 
have chosen is, generally speaking, correct, 
considering their objectives and the prac- 
tical situation of the readers to whom the 
book is presumably addressed. The re- 
viewer submitted this book to individuals 
with relatively little experience in inter- 
viewing and asked for their opinions. 
Their comments were generally favorable; 
they correctly pointed out, however, that 
Personnel Interviewing is less a handbook 
than an over-all survey containing a num- 
ber of suggestions which are useful to 
the less experienced interviewer. 


The book might also be useful as a 
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refresher for more experienced interview- 
ers. Interviewing is too vast and too com- 
plex a subject, however, to be completely 
disposed of within the confines of one 
volume, even one as lengthy as this. Fur- 
thermore, the authors have adopted a de- 
scriptive approach and have justified their 
opinions by referring to a limited number 
of studies of interviewing. 

It may perhaps be a weakness in this 
volume that the emphasis has been placed 
primarily upon what is to be done rather 
than on how to accomplish it. Some of 
the reviewer’s colleagues commented that 
the volume would have been of greater 
value had there been more detailed discus- 
sions of how certain aspects of interview- 
ing should be handled. The validity of 
this criticism, however, would probably 
depend upon the present knowledge and 
skill of the individual reader. 

In an over-all way, Personnel Inter- 
viewing compares favorably with other 
books in this field and should be of value 
to the less skilled practitioner as well as 
to others who desire a general knowledge 
of interviewing though they neither wish 
nor are expected to have advanced knowl- 
edge. It would therefore be of value in 
certain academic situations, and as re- 
lated reading in the training of interviewers 
in industrial situations. 


NO SALE—NO JOB. By Alexander R. 
Heron. Harper & Brothers, New York, 
1954. 207 pages. $3.00. 


Reviewed by Ray Scott Tannehill* 


Mr. Heron’s book is short, and un- 
encumbered by technical terms or formid- 
able statistical compilations. From it, how- 
ever, the reader can gain a good knowl- 
edge of the fundamentals of economics 
and of our economic evolution. Moreover, 
his thinking will be stimulating—which is 
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a real test of the worth of any book of 
this nature. 

Beginning with Colonial days, Mr. 
Heron leads us easily and lucidly to the 
present stage of our economic history, 
which is the culmination of the Industrial 
Revolution and of its natural sequel, aptly 
designated by the author as “the Revolu- 
tion of Organization.” The latter period, 
which began a half-century or so ago, has 
divorced the worker from the product 
and made the task of production the re- 
sponsibility of the enterprise instead of 
the individual. It is the change that has 
placed more than 80 per cent of us on 
somebody else’s payroll, and assigned near- 
ly four-fifths of the production of goods 
and more than half of the production of 
services to enterprises so large and with 
capital requirements so great that no one 
of them can be owned by a single person 
or family. It is the era that has called 
for the division of ownership of huge 
enterprises among thousands of owners 
instead of a few—and, since such great 
groups of owners cannot actively guide 
business enterprises, the operation of our 
economy has of necessity passed largely 
into the hands of professional manage- 
ment. It is the era that has seen the 
birth of the large labor unions, represent- 
ing a new power in our economic and 
political life. 

Mr. Heron asserts that although it is a 
difficult task to help workers understand 
the facts about wages, prices, and profits, 
prevailing misunderstandings are too dan- 
gerous to be ignored. In this connection, 
he points out that “the purchase of an 
electric washer or a new lawnmower by 
the worker himself requires him to have 
a profit of his own, an income above his 
current needs for subsistence and comfort.” 

While the operation of the American 
economy is essentially entrusted to pri- 
vate management, the author notes, the 
past 20 years have witnessed government 
encroachment on this trusteeship, as a re- 
sult of the Great Depression, World War 
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II and Korea. He contends that greater 
control of the economy by government, 
pursued to extremes, could destroy eco- 
nomic freedom—and that where economic 
freedom is lost, political liberty cannot 
exist. 

After examining all facets of the 
economy, Mr. Heron comes to the con- 
clusion that the long-range task of man- 
agement, government, and organized labor 
is the preservation of this economic free- 
dom. He states that the most common 
expression of freedom is the act of buy- 
ing or not buying—and that selling, which 
stimulates buying, is basic to the creation 
and maintenance of jobs. Dependent on 
sales are our jobs, our many forms of 
insurance protection, our free labor unions, 
and the freedom of our economy. So it be- 
comes the primary responsibility of man- 
agement to recognize every activity—plan- 
ning, engineering, investment, research, 
production, administration—as a step to- 
ward the sale of a commodity or service. 

As Mr. Heron succinctly puts it: “No 
Sale, No Job.” 


WE TOO CAN PROSPER. By Graham 
Hutton. The Macmillan Company, New 
York 11, N. Y. 1953. 248 pages. $2.75. 


Reviewed by Robert R. Manley, Jr.* 


History will certainly record the inter- 
national reciprocal productivity team proj- 
ects of these past war years as one of the 
most important stimulants to world indus- 
trial progress. We Too Can Prosper 
analyzes Great Britain’s profitable experi- 
ence with this unique experiment and its 
promise of future gain. In this same 
process, Americans have been provided 
with a penetrating and provocative look 
at themselves. 

During the last half century Europeans 
have been reluctant to embrace what they 
considered the more novel techniques of 
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American scientific management. The pres- 
ent book is one of several recent encourag- 
ing indications that in Britain, at least, 
there is a genuine desire to review Ameri- 
can methods and to employ them profit- 
ably. 

The British Productivity Council has 
been fortunate in securing the services of 
two especially qualified men to undertake 
a survey of the results reported by the 66 
specialized groups and industry teams 
which investigated industry in the United 
States between 1949 and 1952. Mr. Hut- 
ton and his colleague, Geoffrey Crowther, 
are both eminent economic spokesmen as 
well as directors of numerous companies. 
The latter is editor of the renowned Lon- 
don Economist and Mr. Hutton previously 
held the same position with that journal. 
Each man also has had wide acquaintance 
with the industrial scene on this side of 
the Atlantic. In addition, these collabora- 
tors wisely accepted the counsel of an 
influential panel of experts nominated by 
British labor and management organiza- 
tions. 


This brilliant team sifted through the 
massive analyses prepared by the various 
British productivity groups. From them 
they have woven together a report that is 
sound and cogent. However, it must be 
kept in mind that the many techniques 
heralded by these sponsors pose problems 
that are still revolutionary to foreign in- 
dustrial patterns, even though they may 
be almost second nature to Americans. 
Herein lies the major obstacle to be sur- 
mounted if this book is to achieve its 
goal of helping in the present endeavor 
to raise Britain up by its “economic boot- 
straps.” Some of the individual stumbling 
blocks to be reckoned with include fears 
that our advertising and distribution 
methods are wasteful, the feeling that a 
certain “vulgarity” exists in New World 
success, anxiety that our industrialism may 
condemn man to standardized products and 
slavery to machines, and the prevalent 
vogue of anti-Americanism. 


Each of these objections is dispatched 
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with skill and deftness. The foreign read- 
er’s natural doubt that U. S. industrial 
methods could be applied to his own 
country is answered with highly persuasive 
and diplomatic arguments which clearly 
show the merits of adopting the more 
psychologically oriented American ways. 
At the same time, the reader is assured 
that this may be accomplished “without 
having to imitate, slavishly, every in- 
gredient in the American way of life.” 


Hutton et al. reached full agreement on 
a hard hitting major premise that unless 
the proposed “rise in productivity occurs, 
everyone of Britain’s strategic political 
and economic problems must become more 
intractable.” This point is demonstrated 
by statistics showing how sharply the gulf 
has been growing between American and 
British productivity. It is indeed claimed 
that the goal of better utilization of capi- 
tal “is a common ground—the only com- 
mon ground—between Moscow, Belgrade, 
Chicago, London, Delhi and Pekin.” Yet 
the reader is challenged because the au- 
thors repeatedly show that there is no 
particular secret to the lauded methods 
that have brought the United States its 
incomparable success. 


An examination of the differences be- 
tween management in the two countries 
showed that its achievement here of a 
nearly professional status is extremely sig- 
nificant. The authors further acclaim the 
progressive-mindedness of both American 
management and labor as a prime con- 
tributor to this nation’s strength and 
progress. 

How heartening it must be to those who 
cooperated in producing this book that 
their work produced tangible results al- 
most at once. Since its publication, a four- 
pronged drive has been inaugurated to 
translate this message into action. One 
hundred local committees are being set 
up to stimulate productivity in towns and 
cities. A circuit scheme of visits for 
union and management personnel to other 
factories and instructional TV films to 


343 


experience to share on ....... 





encourage productivity are planned. Final- 
ly, a revolving £700,000 ($1,960,000) loan 
fund was set up to aid industrial projects 
that are likely to result in quick increases 
in productivity. 

At least one instance has also come 


that these visitors were shown only the 
most outstanding segments of our enter- 
prises. Other less advanced members still 
exist who would kill the goose that lays 
the golden egg by perpetuating restrictive 


and outmoded practices. 

This book, therefore, merits wide cir- 
culation on this continent, as well as 
abroad, for we, too, have much to learn 
from it. Because Americans are not a 
people “to rest on their oars,” Great 
Britain should not be surprised to find that 
we are making as good use of this trench- 
ant book as they are. 


to the attention of this reviewer where 
American management consultants have 
made use of the British productivity team 
findings to aid industries in other foreign 
countries. One must hope, too, that Ameri- 
cans will not take a self-satisfied view of 
their own industrial progress as a result of 
these many commendations from for- 
eign observers. For it can be generalized 
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GUIDE TO PENSION AND PROFIT SHARING PLANS. By Robert S. Holzman. Farnsworth Publishing 
Co., Inc., 11 West Prospect Avenue, Mount Vernon, N. Y. 1953. 64 pages. $1.50. Presented 
in question-and-answer form, this booklet explains the different types of contributory and non- 
contributory employee welfare plans, what they will do for both employer and employee, and 
what their tax advantages are. Information is given on exclusions and discrimination, vesting 
and forfeitures, getting tax deductions, benefits, integration with the Federal Social Security Act, 
trustees, and other matters. 


THE FRONTIERS OF ECONOMIC KNOWLEDGE. By Arthur F. Burns. Princeton University Press, 
Princeton, N. J. 1954. 367 pages. $5.00. This series of essays, No. 37 in the National Bureau 
of Economic Research's General Series, covers the work of the NBER—particularly in the field 
of business cycles—during the period when the author, now Chairman of President Eisenhower's 
Council of Economic Advisors, was Director of Research. It also contains related short pieces, 
written over a 20-year period, on the place of Keynesian thought in economic research, the role 
of consumer spending in economic fluctuations, and the pattern of long cycles in residential 
construction. 


BUSINESS POLICY. By Charles L. Jamison. Prentice-Hall, Inc., New York, 1953. 580 pages. 
$8.65. Concerned with defining the fundamental principles of business upon which company 
policies are formed, this book analyzes the types of decisions top management must make, how 
these decisions are reached, and what organizational means are employed to execute them. The 
major departments of a business organization are divided into two groups for special considera- 
tion—those largely affected by outside pressures (public relations, labor relations, sales, pur- 
chasing), and those influenced primarily by internal considerations (finance, accounting, produc- 
tion, research). 
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STRENGTHENING YOUR 
INTERNAL COMMUNICATIONS 


If your company is following the national trend among major corpora- 
tions, then it's placing greater value then ever before on its program of 


intra-company communications.* In the process of strengthening your com- 
pany's internal communications, why not take advantage of the successful 
methods of other executives in this field? Their experience is yours to share 


in these selected AMA publications— 


* According to the findings of a recent survey conducted 


by the Public Opinion Index for Industry of the Opinion Research Corporation. 


IMPROVING MANAGEMENT 

COMMUNICATION— 

A Series of Case Reports 

Tested techniques to help you do a better 

job of sharing information with employees. 

Four papers. 

General Management Series 145 (1950) 

75¢ (AMA members, 60¢) 


HOW TO PREPARE AND PUBLISH 
AN EMPLOYEE MANUAL 

A step-by-step guide to “getting up” an 
employee manual: from gathering material 
to seeing the manual off the press. 


An AMA Special Publication 
$1.25 (AMA members, 75¢) 


REPORTING TO EMPLOYEES AND 
THE PUBLIC ON PROFITS 
AND PRODUCTIVITY 
How to present a fair picture of the results 
of your operations to your employees and 
the public. Four papers. 

Financial Management Series 88 (1947) 

$1.00 (AMA members, 80¢) 


HOW TO PREPARE AND 
MAINTAIN A SUPERVISOR’S 
POLICY MANUAL 

Specific details on planning, writing, and 
producing a policy manual for supervisors— 
plus guidance on how to keep it up to date. 


Research Report I! 
$3.00 (AMA members, $2.00) 


STRENGTHENING 
MANAGEMENT'S CHANNELS 
OF COMMUNICATION 
Realistic suggestions on how to achieve a 
clearer and more accurate exchange of 
knowledge between management and men. 
Four papers. 

Personnel Series 116 (1948) 

$1.00 (AMA members, 80¢) 


GETTING AND USING 
EMPLOYEES’ IDEAS 
Workable advice on how to initiate, main- 
tain, and get the most out of a suggestion 
plan. Six papers and a discussion. 
Production Series 165 (1946) 
50¢ (AMA members, 40¢) 


INFLUENCING AND MEASURING 
EMPLOYEE ATTITUDES 
Features a discussion on how one large com- 
pany successfully uses organization surveys 
to evaluate the level of employee morale 
and to build better personnel relations. Five 
papers. 

Personnel Series 113 (1947) 

$1.00 (AMA members, 80¢) 


MANAGEMENT'S INTERNAL 
‘PUBLIC’ RELATIONS 


The what and how of “employee briefings” 
and other communication problems ex- 
plained by industrial and public relations 
experts. Four papers. 

Personnel Series 102 (1946) 

$1.00 (AMA members, 80¢) 


HOW TO ORDER 


You may order these publications from: 
Publication Sales Department 105 
American Management Association, 330 West 42nd Street, New York 36, N.Y. 
if you like, we will bill you or your company for orders totaling $5.00 
or more. If your order totals less than $5.00, however, please attach remit- 
tance (stamps not accepted). Add 3% sales tax for orders delivered in New 


York City. 
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Cen Commandments of Safety 
FOR SUPERVISORS 




























Laur job in management places you in a unique position of trust. For not only | 
does the company rely on you, as the direct representative of management, to apply |j 
its policies wisely and fairly; also entrusted to you is the obligation to safeguard the | 
well-being of the workers in your charge. No responsibility transcends this in 

| importance. In this respect your job is akin to the “stewardship” of biblical days: 

| As a supervisor, you are indeed your brother’s keeper. 





On-the-job accidents represent a serious threat to the physical well-being of your | 
| men. Their prevention calls for your constant vigilance. Therefore, if you would | 
| guide your men safely through their daily work, be yourself guided by these precepts: | 


1. You are a supervisor and thus, in a sense, have two families. Care for your people at IH 
work as you would care for your people at home. Be sure each of your men under- jf 
stands and accepts his personal responsibility for safety. 


. Know the rules of safety that apply to the work you supervise. Never let it be said | 
that one of your men was injured because you were not aware of the precautions | 
required on his job. 


Anticipate the risks that may arise from changes in equipment or methods. Make use of | 
the expert safety advice that is available to help you guard against such new hazards, 


Encourage your men to discuss with you the hazards of their work. No job should pro- | 
ceed where a question of safety remains unanswered. When you are receptive to the |j 
ideas of your workers, you tap a source of first-hand knowledge that will help you | 
prevent needless loss and suffering. 


. Instruct your men to work safely, as you would guide and counsel your family at home 
—with persistence and patience. 


Follow up your instructions consistently. See to it that workers make use of the safe- | 
guards provided them. If necessary, enforce safety rules by disciplinary action. Do not | 
fail the company, which has sanctioned these rules—or your workers, who need them. | 


Set a good example. Demonstrate safety in your own work habits and personal conduct. || 
Do not appear as a hypocrite in the eyes of your men. 


Investigate and analyze every accident—however slight—that befalls any of your men. 
Where minor injuries go unheeded, crippling accidents may later strike. 


Cooperate fully with those in the organization who are actively concerned with employee | 
safety. Their dedicated purpose is to keep your men fully able and on the job and to | 
cut down the heavy personal toll of accidents. i 


Remember: Not only does accident prevention reduce human suffering and loss; from | 
the practical viewpoint, it is no more than good business. Safety, therefore, is one of | 
your prime obligations—to your company, your fellow managers, and your fellow man. 


By leading your men into “thinking safety” as well as working safely day by day, | 
you will win their loyal support and cooperation. More than that, you will gain in | 
personal stature. Good men do good work for a good leader. 








Copyright 1954, American Management Association 


Note: Copies of AMA’s “Ten Commandments of Safety,” suitable for framing (in two colors, 
size 9” by 12”, on deckle-edge stock) may be obtained from the Association’s headquarters at 
the following prices: single copy, 25¢; 2-24 copies, 18¢; 25-49 copies, 15¢; 50-99 copies, 12¢; 
100-499 copies, 11¢; 500-999 copies, 10¢; 1,000 copies and over, 91/¢. 
(Orders under $5.00 should be accompanied by remittances. Sales tax should be included in remittances 
for New York City orders.) 
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